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Wipxespax, April 26, 1916,

The Chaplain, Rev. Forrest J. Prettyman, D. D:, offered the
following prayer:

Almighty God, the Author of our being, Judge of all men; we
come into Thy presence with a full assurance that Thou dost
understand us altogether, that Thou dost read the secrets of
our hearts. We would not dissemble nor cloak our sins. We
call upon Thee with an open confession of sin and with a sense
of unworthiness. We have come short of Thy glory. We come,
we trust, humbly and earnestly desiring to find Thy favor and
to receive Thy forgiveness. We pray for the inspiration of Thy
spirit, that we may discharge the duties of this day. Look Thou
upon us in the tenderness of a father’s love. Take us by the
hand and lead us wheresoever Thou wouldst have us go. May
the result of the day’s work be to the honor and glory of Thy
nume and to the further establishment of the great ideals of our
national life. For Christ's sake. Amen.

The Journal of yesterday’s proceedings was read and approved.

PENSIONS AND INCREASE OF PENSIONS.

The VICE PRESIDENT laid before the Senate the action of
thie House of Representatives disagreeing to-the amendments of
the Senate to the bill (H. R. 12843) granting pensions and in-
crease of pensions to certain soldiers and sailors of the Civil War
and certain widows and dependent children of soldiers: and
sailors of said war and requesting a conference with the Senate
on: the disagreeing votes of the two Houses thereon.

My, JOHNSON of Maine. I move that the Senate insist upon
its nmendments and agree to the conference asked for by the
House, the conferees on the part of the Senate to be-appointed by
the Chair.

The motion was agreed to, and the Vice President appointed
Mr. JoENnsox of Maine, Mr. HuaHEs, and Mr. SarooT conferees on
the part of the Senate.

PETITIONS AND MEMORIALS,

Mr. SMITH of Michigan. Mr. President, the right of petition
is a constitutional right, and in the exercise of that privilege I
present several memorials this morning and ask the indulgence
of the Senate while they are noted and properly referred.

I desire to present a petition from. the city of Detroit, through
its city clerk, and ask that it may be printed in the REecoep
without reading. 3

There being no objection, the petition was referred to the
Committee on Military Affairs and ordered to be printed in the
Recorp, as follows:

Drrro1T, April 2§, 1916,

Hon., WIiLLiAm ALDEN SMITH,

United States Senate, Washington, D. C.

Dean: Smm: As directed by the common council, I beg to: call your

%htm?tlgm a resolution adopted by the legislative body of the city at
n.

s.'l['hl:Si resolu'{lon. which is attached herewith, is nelt.—exglnmmm I
believe, but I' beg to add that the matter is of t interest to the citi-
zens of Detroit generally, and your assistance in making it possible for
the city of Detroit to acquire this historic property for use as a city
park will be needed and appreciated.

Yours, sincerely, Ricomarp LINDSAY, u
City Clerk.

Whereas there is in circulation a report that the United States Govern-
ment will, on recommendation of the SBecretary of War, abandon: the
military post familiarly known as Fort Wayne, now
of our city; and .

Whereas the addition of the ground and buildings located thereon would
constitute a magnificent park and units for hospital purposes for our
“ritizens generally: Therefore be it
Resolped, That the city clerk be, and is, instructed to communicate

with the United States Nenators represen the State of Michigan,

together with: the Con , and es) 11y our Representatives from.
i congressional %rmesﬂng them- to exert
0

the first and: thirteen
thelr best endeavors to acquire the sai ayne grounds and bulld-

ings for the use and benefit of the citizens of Detroit.

Mr. SMITH of Michigan. I desire to infroduce a memorial
from the officers of Grand Castle, Michigan Knights of Luther,
of Ann Arbor, Mich., in opposition to the Fitzgerald postal bill
and the Siegel postal bill.
the Recorn without reading.

There being no objection, the memorial was referred to the
Committee on Post Offices and Post Roads and ordered to be
printed in the Recorp, as follows:

Graxp CAsTLE, MicHicAN ENIGHTS oF LUTHER,
Ann Arbor, Mich., March 27, 1916,
Hon. WILLIAM ALDEN SMITH,

United Staics Senate, W’uskfngton, D. C.

Dear Sim: The Grand Castle, Michigan Knights of Luther, in State
convention assembled at Jackson, Mich., February 22, 1916, did instruct
its executive committee to urge the Congressmen and Senators from the
State of Michigan, to use every means in their power to defeat, either in
committee or on the floors of Con ,. the un-American Fitzgerald
postal bill (H: R. 6468) and the Sleg&r;?sml bill (H. R. 491).

in the environs:

I should like to have it printed in.

Free institutions depend on a free press. We belleve in our free
institutions, as do 80, ,000 of the American people, and we will not
countenance any tampering with the free press. We count on you to-be
loyal to the ?‘iﬁ interests of the great majority of {our constituents
and are carefully watching your action on the abeve bills.

Very respectfully, yours,
L. B. Bxganu,

etroit; Mich.,
PercY SNBLL,
Cadillao, Alich.,.
J. B. SAUNDERS,
Ann Arbor, Mich.,
Executive Gomanities,

Mr. SMITH of Michigan. T also lave a resolution of the Asso-
ciation of Commeree of Grand Rapids, Mich., in favor of Federal
aid for vocational eduecation, and I should like to have it printed
in the Recorp without reading.

There being no objection, the resolution was ordered to lie on
the table and to be printed in the RREcorp, as follows:

GrAND RAFPIDS ASSOCIATION OF COMMEROB,
Urand Bapids, Mich., April 19, 1916,
Hom WILLIAM ALDEN SMITH
Waahingfou, Di @

Dear Mp., SMITH : At a joint meeting of the committee of one hundred
of the Grand Raplds Association of Commerce and the Builders and
Traders' Exchange of this city, held Wednesday noon, April 19, for the
%urpose of' diseussing the proposed bill relative to Federal aid for voca-

onal education, the following resolution was unanimously adopted, and
with instructions to conve is action to you, seeking your lmmediate
support to this measure, vis:

**The committee of one hundred of the Grand Rapids Association of
Commerce and the Builders and Traders’ Exchange of Grand Rapids, in
joint session this date for the purpose of considering referendum No. 14
from the Chamber of Commerce of the United: States of America regard-
ing Federal aid for vocational education, heartily indorse the report
of the special committee created by the National mber of Commerce
favoring a Federal aptgmpﬂaﬂon r the promotion: of vocational educa-
tion in the United States. To that end we invite the cordial support
of the Senators of and the Congressmen from this district,
tha align: with this movement and give such immediate

tion to the furtherance of the bill as may insure its passage.”

In conjunction with the foregoing we submit this action to. you and
commend the same for your favorable consideration. We woul sg][}m-
ciate an expression from E‘m on this subjeet, and we are of the o on
that in voting on referendum No. 14 the membership of our association
will be practically unanimous: in: acting in the a&mm tive regarding
Federal aid for voeational education.

Yours, sincerely, W. K. Pruxs; Seceretary.

Mr. SMITH of Michigan. I have a communieation from
Loeal Union No. 97, National Brotherheod of Operative Potters,
of Mount Clemens, Mich.,, which I think ought to be read. T
ask unanimous consent that it may be read.

The VICE PRESIDENT. Is there objection? The Chair
hears none, and tlie Secretary will read the communication.

The Secretary read as follows:

NATIONAL BROTHERHOOD OF OFERATIVE POTTERS;
Mount Clemens, Mich., Mareh 29, 1916,

Whereas there is a movement on foot to have Congress inecrease the
Army and Navy, thereby increasing the cost of living to the working
class : Therefore be it
Resolved, That Local No. 97, National Brotherhood of Operative-

Potters, is opposed to any increase in the United States military: or-

ganizations, and call upon our ::ﬁmmmmtlm in € ess to use their

voice and vote against all bills g for an in military organi
gation ; further

Resolved, That we use all honorable means in our power to discour-
age the working class from enlisting; further

Resolved, neecessary to prepare for war, that we recommend
that all citizens who have an income of $10,000 a year be drafted and
placed in the first line of defense; further

Resolved, That o copy of these resolutions be sent to our representn-

tives In Congress.
B. W. SourHerN, President.

[sEan.] Jauns, 8, Myner,

Reeording Secretary.

The VICE PRESIDENT. The communieation will lie on the
table.

Mr. JAMES. I present resolutions adopted at a mass meeting
of citizens of McCracken County, Ky., indorsing the foreign pol-
icy of the President. I ask that they may be printed in the
REcoORD.

at

There being no objection, the resolutions were referred to the
Committee on Foreign Relations and ordered to be printed in the
Rrecoxrp, as follows:

DEPARTMENT OF PUBLIC AFFAIRS,
Paducah, Ky., April 21, 1916,
Hon. OrLrie M. JAMES

United States Scrfamr, Washington, D. C.

Dear BeExsaror: Inclosed you will please find copy of resolutions
which were passed at a mass meeting of the citizens of McCracken
County yesterday, indorsing the action of the Government In its foreign-
relation policy, and which expresses the views of the citizens of Mc-

cken County and—I feel no hesitancy In saying—the views of

western Kentucky.

From the newspa reports, and from our faith im you, I know you
have already announced {onr position: as being nbsolatelg for the
leles of the Government, but, in furtherance of the confidence we

ve in you, I have seem fit to call th.osmpla' of MeCracken County
together for the purpese of an Tes! of. their belief and the
passage—the w OIS PASSAZ the resolutions Inclosed to you
expresses their sentiment more fully than in any other way.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO
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Trusting that the policies of the Government will be crowned with
success, and that we may be kept out of the threatened international
complications now before us, bu the Government that
that portion of western Kentucky which I represent will stand back of
it in whatever course it may pursue in the defense of the honor and
integrity of the Government, even to the extent of personal sacrifice,
I beg to remain,

Very truly, yours, Enxest LACKEY, Mayor.
Whereas the Fresident of the United States, the Hon. Woodrow Wilson,

did, on the 19th day of April, 1916, deliver to the Congress of the

United States a resumé of the relationship between the United States

and the Imperial Government of Germany, thereby dlsclosing the real

conditlion of affairs e:i%ﬂng between the two natlons, and by his
utterances to said Congress depleted that situation to be one of grave
import at this time, in view of the demands of this Government in
the interests of humanltr and in the ul)holdlng of those principles of
international law and International Interconrse, which have been
recognized by all the nations of the earth in the years that have
mtzgsed as iapplicab]e, right and just in their Intercourse one with the
other ; and

Whereas in his wisdom, based upon his own interpretation of the affairs
as they exist, and sustained by his Cabinet, after due and proper
consideration, he deemed it expedient and wise to, at this time, issne

a statement to the Imperial vernment of Germany outlining to it

the pollecy of the people of the United States, and demanding of it

a complliance with those ized laws of humanity ; and
Whereas he has seen fit in such declaration to Congress to, in effect,

issue to Germany an ultimatum, which means, If complied with by

Germany, a peaceable continuance of the refatlons‘hipa with that

country, but, if disregarded, a severance of the relatlons, which may

or may not mean the necessity upon the part of this country enforcing
such demands ; and

Whereas we have lmplicit confidence in his wisdom,
and in his patriotism, and in the honesty, integrlt{.
of those upon whom he has a right to, and does, re
counsel and guidance : Be it therefore

Resolved by the people of McOracken County, Ky., That we heartily
indorse, and enthusiastically commend, the action of our President in
the position assumed by him in his utterances delivered to the Congress
of this ecountry, publicly and without reservations, implied or otherwise,
on the 19th day of April, 1916 ; and be it further

Resolred, That we extend to our representatives in both branches of
the Congress of the United States our declaration that we do concur in,
indorse, and ngpreclste the stand taken by our President, and urge
each Member of both branches of Congress to uphold his hands in this
crisis of our Nation's history In every manner possible, to carry into
effect the policles as enunclated by him, pledging our support to such
policies absolutely. Be 1t further S

Resolved, That we indulge the hope that the Imperial German Govern-
ment may accede to the just demands of the President of the United
States, in the hope that the friendly relations heretofore existing
between the two great natlons may continue. h

in his integrity,
and patriotism
for advice, for

Be it further
Resolved, That a copy of these resolutions be forwarded to the Hon.
OLLIE M. Jaumgs and the Hon, J. C. W. BeckHAM, Senators from Ken-
tucky in the United States SBenate, and to the Hon. ALBEX W. BARKLEY,
our Representative in the lower House of Congress.
ErxesT LACKEY,
Chairman.
8. REEp CAMPBELL,
W. IIEexXDON LACKEY,
Becretarics.

AMr. JAMES. T present a telegram in the nature of a petition
signed by Alfred Reinhardt, president of the German-American
Alliance, Newport, Ky., praying that the Government may con-
tinue at peace with the world. I ask that it may be printed in
the RECORD.

There being no objection, the telegram was referred to the
Committee on Foreign Relations and ordered to be printed in
the Recorp, as follows:

[Telegram.]
Covixerox, Ky., April 2}, 1916.

Hon. OLLIE M. JAMES,
United States Senate, Washington, D, C.

Dear Sin: The eyes of all fair-minded people and your constituents
who are against breaking off diplomatic relations with Germany are
directed to your action in Congress. For humanity's sake and justice
your constituents most earnestly ur{e you to oppose any and all at-
tempts that may lead to such a break with Germany, the best fr!endlﬁ
nation we have. On account of a mere technicality our country shoul
not be degraded into a war.

Most respectfully, yours,
ALFnep REINHARDT,
President the German-Amcerican Alliance of Newport, Ky.

Mr. SHERMAN. I present certain communications in the na-
ture of petitions, one of them dated April 22, 1916, from Ross G.
Harrison, professor of comparative anatomy, Yale University.
They all concern the refusal of the allies to permit IRled Cross
supplies to reach the central powers and further concern the
proposed breach of the Geneva convention. I ask that these
communications be printed in the CoxgreEssioNAr Recorp at
length without reading.

There being no objection, the communications were ordered to
be printed in the REcorp, as follows:

New Havex, Coxx., April 22, 1916.

Hon, L. Y. SHERMAN,
Washington, D. C.

Dear Sir: I inclose a copy of an official circular of the American Red
Cross and also a copy of a letter of protest which my wife, an active
Rl Cross worker, has sent to the members of the central committee.

The only publicity which this virtual nullification of the Geneva con-
vention has received has been through the present efforts of myself and
several friends, and this has been, of course, -wh()ll{ lnnderLuate. -
therefore appeal to you not to let the matter pass unnoticed in Congress,

A most sinister phase of the situation is that, as presldent of the
American Red Cross, the President of the United States must have
known of the matter at the very time when he read his message to
Congress on Wednesday last and constituted himself before the worlid as
spokesman for humanity,

I can not believe that the American Eeop‘le will tolerate having their
well-deserved reputation for fair play thus thrown to the winds or that
they will stand for that rticular kind of humanity and neutrality
which sees one side only., XNor can I believe that they will permit them-
selves to be dragged into a futile and senseless war slmply because the
I'resident has got himself into a dilemma by handling a complicated and
far-reaching situation in an utterly one-sided and uncompromising way.

I urge you to throw the whole wcig:ht of your influence to divert the
disaster of a country divided against itself, which is what our participa-
tion in the war on cither side would mean, and to stand firmly azninst
the President’s pollliy which holds but one side to account.

Very respectfully, yours,
Ross G. Hannisox,
Professor of Comparalice Anatomy, Yale University.

AMERICANX RED CIOSS OFFICIAL ANXOUNCEMENT,

The American Red Cross has received notification through the State
Department of the decision of the British Government that Red Cross
supplies destined to enemy countries will not be passed throngh the
blockade established by the entente allies, An exceptlon Is made of
supplies intended for the use of hospital units maintained by the
American Red Cross in these countries, but as these have becn all
withdrawn the prohibition is in fact absolute.

In view of this fact not only is the further contribution of supplies
to the Teutonic allies not practicable, but it becomes necessary to make
other distribution of those now on hand at the receiving and_shipping
station of the American Red Cross, Bush Terminal, Brooklyn, N. Y.

1t is proposed to ship these sn{:g:elles. or such of them as may be ap-
propriate for the pm‘;pose. to Slberia, to be distributed to German,
Austro-Hungarian, and Turkish {nrlsoners in the prison camps of that
ecountry. It is therefore requested that you authorize the Red Cross
to make this disposition of them, or, if for any reason this becomes
impossible, to use these supplies for military preparedness at home or
for relief work in disasters in neutral countries. If neither of these
lease authorize their shipment, at your

dlspositions is acceptable,
is country as you may Indicate.

expense, to such address in

Please sign the authority given below and return to the Receiving
and Bhipping Station, American Red Cross, Bush Terminal, Brooklyn,
N. Y., in the inclosed envelope.

Very respectfully,
J. R. KEAN,
Colonel, Mcdical Corps, United States Army.
Director Geacral of Military Relief.
Arpir 18, 1916.

PROTEST TO CENTRAL COMMITTEE AMERICAN RED CROSS.
New HAvVEN, Coxy., April 22, 1916.

Sir: I submit for your earnest consideration a copy of an official
annouucement of the American Red Cross. It states that the British
Government refuses to pass Red Cross supplies hereafter from America
to the central powers and indicates that the American Government has
submitied to this decision without protest cr publicity.

his, as you will recognize. is a nullification of the Geneva Conven-
tion. It strikes at the foundation of those principles of humanity in
warfare of which the Red Cross has been the bulwark and for which the
President now stands before the world as spokesman.

I wish to enter an earnest protest against an acquiescence by the
American Red Cross in the actlon of the British Government and also
against the poliey of the American Government in concealing such im-
portant matters from the ﬁeneml public. I wonld lodge this protest
particularly, because at thils eritical time nlleﬂﬂons of inhumanity
a t the opponents of Great Britain are the basis of an ultimatum
of which the natural outcome is war and for which the support of
public opinion is sought,

As an active worker for the Red Cross, I urge, therefore, that this
matter be given immediate reconsideration by the central committee
and that the public be authoritatively informed of what has been done
in order that public opinion may assert itself.

+  Yery truly, yours,

IpA HARRISON.
For the New Haven Bewing Circles,
o Address: Mrs, Ross G. Harrison, 142 ITuntington Street, New Haven,

'onn.

Mr. BRADY presented a memorial of sundry citizens of Rath-
drum, Idaho, remonstrating against the passage of the so-called
rural-eredits bill, which was ordered to lie on the table.

He also presented a memorial of sundry citizens of Orofino,
Idaho, remonstrating against the enactment of legislation- to
limit the freedom of the press, which was referred to the Com-
mittee on Post Offices and Post Roads.

He also presented a petition of sundry citizens of Gilbert,
Idaho, praying for national prohibition, which was referred to
the Committee on the Judiciary.

Mr. TOWNSEND presented memorials of 675 farmers in the
State of Michigan, remonstrating against the enactment of legis-
lation to prohibit interstate commerce in convict-made goods,
which were ordered to lie on the table.

He also presented petitions of sundry citizens of Michigan,
praying for national prohibition, which were referred to the
Committee on the Judiclary.

He also presented petitions of sundry citizens of Wyandotte,
Mich., praying for the enactment of legislation to grant pen-
sions to civil-service employees, which were referred to the
Committee on Civil Service and Retrenchment.

He also presenfed a memorial of sundry citizens of Bay City,
Mich., remonstrating against the enactment of legislation to

: .
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limit the freedom of the press, which was referred to the Com-
mittee on Post Offices and Post Roads.

He also presented a memorial of the Woman's Club, of Alma,
Mich., remonstrating against the proposed power-house site in
glglc[ty of Washington, D. C., which was ordered to lie on the

o

Mr. MYERS. I present a resolution adopted at a regular
meeting of the Silver Bow Trades and Labor Council, of Butte,
Mont., which I ask may be printed in the Recorp, together with
the signatures.

There being no objection, the resolution was ordered to lie on
the table and to be printed in the Recorp, as follows:

SiLvEr Bow TrADES AND Lapor COUNCIL,
Butte, Mont., April .ﬂ,
To Montana Represontatives in Congress.

GENTLEMEN : The following resolution bearin
adopted at a regular meeting of the Silver
Councll, the re%o resentative body for some 35,000
labor in Silver Bow County, Mont., to wit:
Whereas there is now i the [.'nited States Senate a bill known

as the Keatlnf child-labor bill ;

Whereas we belleve it is to the hest interests of the workers and citi-
gens of this country that this bill shounld pass: Therefore be it
Resolved, That we, the delegates from the various locals to the Silver

Bow Trades and Labor meeting assembled, do hereby

request our Senators and Representatives from Montana to work for

the immediate passage of the Keating bill.

Respectfully submitted.

on ‘“child Iabor " was
ow Trades and Labor
members of organized

[sBarn.] ﬂn.m Bow TrADES AND LaBor COUNCIL,
A. BicELOW, sident.
0 U. Pmnww, Secretw
Mr. BURLEIGH presented a memorial of sundry citizens of

Richmond, Me., remonstrating against the enactment of legisla-
tion to limit the freedom of the press, which was referred to the
Committee on Post Offices and Post Roads.

Mr. McLEAN presented a petition of Excelsior Lodge, Enights
of Pythias, of Stamford, Conn., praying for the enactment of
legislation to grant pensions to employees of the Postal Service,
which was referred to the Committee on Post Offices and Post
Toads.

He also presented memorials of 2,661 members of various Ger-
man societies of the German American Alliance, of Hartford;
of the German American Alliance, of Bridgeport; and of the
Trades Council, of New Haven, all in the State of Connecticut,
remonstrating against the severance of diplomatic relations with
Germany and also against the United States becoming involved
in the European war, which were referred to the Gommlttee on
Foreign Relations.

Mr. STONE presented a memorial of the Interstate Sport-
men’s Protective Association, of Kansas City, Mo., remonstrating
against the adoption of certain provisions of the so-called mi-
gratory-bird law, which was referred to the Committee on For-
est Reservations and the Protection of Game.

Mr. LANE presented memorials of sundry citizens of Oregon,
remonstrating against the enactment of legislation to limit the
freedom of the press, which were referred to the Committee on
Post Offices and Post Roads.

He also presented memorials of sundry citizens of Oregon, re-
monstrating against the enactment of legislation for compulsory
Sunday observance in the District of Columbin, which were or-
dered to lie on the table.

Mr. CLARK of Wyoming presented petitions of sundry citizens
of Weston County, Wyo., praying for the adoption of certain
amendments to the so-called stock-raising homestead bill, which
were ordered to lie on the table.

Mr. PHELAN presented a petition of sundry citizens of Pat-
terson, Cal., praying for national prohibition, which was re-
ferred to the Committee on the Judiciary.

He also presented a petition of the Chamber of Commerce, of
Eureka, Cal., praying fcr the passage of the so-called Newlands-
Broussard river regulation bill, which was referred o the Com-
mittee on Commerce.

He also presented a petition of the Chamber of Commerce, of
Eureka, Cal., praying for an increase in armaments, which was
ordered to lie on the table.

He also presented a petition of Los Angeles District California
Congress of Mothers, praying for the enactment of legislation to
prohibit interstate commerce in the products of child labor,
which was ordered to lie en the table.

REPORTS OF COMMITTEES.

Mr. BECKHAM, from the Committee on the Library, to which
was referred the bill (H. R. 8351) to accept a deed of gift or
conveyance from the Lincoln Farm Association, a corporation,
to the United States of America, of land near the town of Hod-
genville, county of Larue, State of Kentucky, embracing the
homestead of Abraham Lincoln and the log eabin in which he
was born, together with the memorianl hall inclosing the same;
and further, to accept an assignment or transfer of an endow-

ment fund of $50.000 in relation thereto, reported it with amend-
ments and submitted a report (No. 387) thereon.

Mr. STERLING, from the Committee on Public Lands, to
which was referred the bill (8. 4862) to exclude intoxicating
liguors from national parks and national forest reserves, re-
grted it without amendment and submitted a report (No. 388)

ereorn.

Mr. JOHNSON of Maine, from the Committee on Pensions, to
which were referred the following bills, reported them each with
amendments and submitted reports thereon:

H. R. 13486. An act granting pensions and increase of pen-
sions to certain soldiers and sailors of the Civil War and cer-
tain widows and dependent children of soldiers and sailors of
said war (Rept. No. 389) ; and

H. R. 13620. An act granting pensions and increase of pen-
sions to certain soldiers and sailors of the Regular Army and
Navy and certain soldiers and sailors of wars other than the
Civil War and to widows of such soldiers and sailors (Rept. No.

5
Mr. LANE, from the Committee on Claims, to which was re-
ferred the bill (8. 2852) for the relief of John F. Considine,
reported it with an amendment and submitted a report (No.
301) thereon.

BILLS AND JOINT RESOLUTION INTRODUCED.

Bilis and a joint resolution were introduced, read the first
time, and, by unanimous consent, the second time, and referred
as follows:

By Mr. WALSH:

A bill (8. 5757) to enlarge the jurisdiction of the municipal
court of the District of Columbia, and to regulate appeals from
the judgments of said court, and for other purposes (with ac-
companynig papers) ; to the Committee on the Judiciary.

By Mr. PITTMAN

A bill (8. 5758) to n.men(l sections 1 and 94 of the act entitled
“An act to codify, revise, and amend the laws relating to the

Jjudiciary,” approved March 3, 1911; to the Committee on the

Judiciary.

By Mr. BROUSSARD:

A bill (8. 5759) for the relief of James Dodds; to the Com-
mittee on Military Affairs.

A bill (8. 5760) granting an increase of pension to Paul Sul-
livan, alins Matthias G. Clark; to the Committee on Pensions.

By Mr. STERLING :

A bill (8. 5761) authorizing the Flandreau Band of Sioux
Indians to submit claims to the Court of Claims; to the Com-
mittee on Indian Affairs.

By Mr. GALLINGER (for Mr. GoFr) :

A bill (8. 5762) granting an increase of pension to George W.
Dawson (with accompanying papers) ;

A bill (8. 5763) granting an increase of pension to Nancy E.
Gatrell ;

A bill (8, 5764) granting an increase of pension to William S,
Clark; and

A bill (8. 5765) granting an increase of pension to Eliza Jane
McCoy (with accompanying papers) ; to the Committee on Pen-
sions.

By Mr. LANE:

A bill (8. 5766) granting a pension to Sarah J. Cone (with
accompanying papers) ; and

A bill (8. 5767) granting an increase of pension to Ezra A,
Miller (with accompanying papers) ; to the Committee on Pen-
sions.

By Mr. OWEN:

A bill (8. 5768) for the relief of Frank Carpenter (with ac-
companying papers) ; to the Committee on Claims,

By Mr. ASHURS'

A biJl (8. 5769) grnnti.ng an increase of pension to Joseph
Burton (with accompanying papers) ; to the Committee on Pen-
sions.

By Mr. JAMES:

A joint resolution (8. J. Res. 125) to authorize the Secretary
of the Interior to accept assignment of patent for improvements
in the manufacture of gasoline, and for other purposes; to the
Committee on Patents.

By Mr. GORE:

A joint resolution (8. J. BRes. 126) authorizing the Post-
master General to ascertain the effect upon postal receipts on
first-class mail matter in certain post-office delivery districts of
reduction of the rate to 1 cent per ounce or fraction thereof;
to the Committee on Post Offices and Post Roads.

RIVER AND HARBOR APPROPRIATIONS.

Mr. SHAFROTH. I submit an amendment intended to be
proposed to the river and harbor appropriation bill (H. I
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12193), which I ask may be read at the desk and referred to the
Committee on Commerce.
The proposed amendment was read and referred to the Com-
mittee on Commerce, as follows:
By adrm%l{z a new eection thereto, as follows:
'hat each of the appropriations herein made shall become
nvuﬂnble only in the event States, counties, cities, or individuals shall

pay into the Treasury as part of the same 20 per cent of the amount
thereof.

ADJUDICATION OF PRIVATE CLAIAMS.

Mr. WILLIAMS. I wish to offer an amendment to House
bill 6918, to relieve Congress from the adjudication of private
claims against the Government, to be pending when the bill to
which it refers comes up for consideration.

The VICE PRESIDENT. The proposed amendment will be
printed and referred to the Committee on the Judieciary.

THE JUDICIAL CODE.

Mr. GALLINGER (for Mr. Gorr) submitted an amendment
intended to be proposed by him to the bill (8. 1412) further to
codify, revise, and amend the laws relating to the judiciary,
which was referred to the Committee on the Judiciary and
ordered to be printed.

THE AQUEDUCT BRIDGE.

Mr. NEWLANDS submifted an amendment intended to be
proposed by him to the bill (H. R. 759) to provide for the re-
moval of what is now known as the Aqueduct Bridge, across
the Potomac River, and for the building of a bridge in place
thereof, which was referred to the Committee on Commerce
and ordered to be printed.

MESSAGE FROM THE HOUSE.

A message from the House of Representatives, by J. C. South,
its Chief Clerk, announced that the House had passed the bill
(8. 5415) to authorize the construction of a bridge across the
Fox River at Geneva, Ill.

The message also announced that the House had passed a bill
(H. R. 10750) permitting the Mondak Bridge Co. to construct,
maintain, and operate a bridge across the Missouri River in
the State of Montana, in which it requested the concurrence of
the Senate.

HOUSE BILL REFERRED.

H. R.10750. An act permitting the Mondak Bridge Co. to
construct, maintain, and operate a bridge across the Missouri
River in the State of Montana was read twice by its title and
referred to the Committee on Commerce.

GOOD ROADS.

The VICE PRESIDENT. Morning business is closed.

Mr. BANKHEAD. I move that the Senate proceed to the
consideration of House bill 7617, commonly known as the good-
rcads bill.

The motion was agreed to; and the Senate, as in Committee
of the Whole, resumed the consideration of the bill (H. R.
7617) to provide that in order to promote agriculture, afford
better facilities for rural transportation and marketing farm
products, and encourage the development of a general system
of improved highways, the Secretary of Agriculture, on behalf
of the United States, shall in certain cases aid the States in the
construction, improvement, and maintenance of roads which
may be used in the transportation of interstate commerce, mili-
tary supplies, or postal matter.

The VICE PRESIDENT. The pending question is on the
amendment of the Senator from Nebraska [Mr. Nogris].

Mr. BANKHEAD. T am sorry the Senator from Nebraska Is
not in the Chamber. I was going to suggest to him that if he
would be satisfied with striking out “ six months ” and inserting
“ four months * I thought the committee would be willing to ac-
cept that modification. He stated the other day that he would
agree to it. Since then, however, there has been a great deal of
discussion on it, and I do not know what his attitude would be
now. I suggest that the amendment be passed over for the
present until the Senator from Nebraska returns to the Chamber.

The VICE PRESIDENT. It will go over, without objection.
The bill is as in Committee of the Whole and open to further
amendment.

Mr. GALLINGER. Mr. President, I wish to ask the chairman
of the committee a question. I notice, on page 12, lines 13, 14,
and 15, that the maximum amount which may be paid for the
construction of a road is fixed at not to exceed $10,000 per mile.
I think that is wise, although in some parts of the country it
may cost more than that. But what I wish to inquire of the

Senator is whether the minimum might not likewise well be
fixed, Is the Senator sure that we will not get some dirt roads
in the country under this bill?

Mr. BANKHEAD. As to the first inquiry, I will say to the
Senator the purpose is that the Government shall not appropriate
more than $10,000 a mile on any road; but there is no reason
why the State, county, and locality may not appropriate $20,000
if they desire.

Mr., GALLINGER. I understand; but what is troubling my
mind is this: If the Government and the States are going jointly
into the matter of building roads, we ought to have good roads.

Mr. BANKHEAD. I quite agree with the Senator,

Mr. GALLINGER. There is no minimum fixed ; and may we
not find after a while, unless we fix a minimum amount, that
some pretty cheap roads are being constructed that will not stand
the wear and tear .of the modern vehicles?

Mr. BANKHEAD., Mr., President, the committee and the
Secretary of Agriculture discussed that matter very fully, and
we did not quite see how we could fix a minimum. The condi-
tions are so different in different portions of the country that we
thought it would be very diflicult to do that. For instance, there
are sections of the country where a good road ecan be built for
from $1,200 to $1,500 a mile, a sand and clay road, and they,
have proved to be very excellent. There are other sections where
it will cost more, where they will build gravel roads; and in
some others it will cost a great deal more if they undertake to
build a surfaced road. The committee thought after investigat-
ing it that the best thing would be to leave the question to the
State highway commission and the Secretary of Agriculture to
pass upon it.

Mr. GALLINGER. If the Senator thinks it is safe in the
hands of other officials I am not going to say another word, but
I should very much dislike if, after we have appropriated this
large sum of money and this good-roads movement is well in
progress, we should find that very inferior roads are being built
in some sections of the country.

Mr. BANKHEAD. I quite agree with the Senator as to that.

Mr. GALLINGER. I have seen bills presented to Congress
where, among other things, they provided for sand roads—dirt
roads. I think we ought to get rid of dirt roads nowadays as
far as possible, But if the Senator is satisfled that it is safely
guarded I shall say nothing further.

Mr. SMITH of Georgia. I only wish to say to the Senator
from New Hampshire that there is a sand and clay road now
made which is one of the very best roads that can be built. It
is a road that is durable in many sections, where the land is not
too hilly.

Mr. CLAPP. In some cases it lasts longer than these high-
priced concrete roads for which vast snms are paid.

Mr. OVERMAN. I wish to say that that is my experience.
In North Carolina some of our best roads are what are known
as sand-clay roads. They last longer.

Mr. GALLINGER. It is a novel thought to me that dirt
roads are better than more substantial roads.

Mr. OVERMAN. They last longer. They do not tear up like
other roads.

Mr. GALLINGER. I think likely that is true.

Mr. OVERMAN. I will say that in my county we spent
$3,600 for what is known as a macadam road, and it is found
that they are not as good as the sand roads, because the macadam
roads are torn up by automobiles.

Mr. GALLINGER. That would not be the case if they were
properly examined from time to time and repaired.

Mr. OVERMAN. They repair them, but it does not do any
good. They are discarded for sand-clay roads. That is our
experience. They are better than the macadam.

Mr. GALLINGER. All right.

The VICE PRESIDENT. The bill is as in Committee of the
Whole and open to amendment.

Mr. JONES. Mr. President, there are two or three Senators
away who I know are very much interested in some features of
the bill, and I suggest the absence of a quorum.

The VICE PRESIDENT. The Secretary will eall the roll.

The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Harding Mpyers Smith, Mich,
Bankhead Hitcheock Nelson Smith, 8. C.
Beckham Hollis Norris Smoot
Brady Hughes Overman Sterlin
Brandegee Husting Owen Sutherland
Broussard James Page Swanson
Burleigh Johnson, Me, Pittman Thomas
Clap Johnson, 8. Dak. Poindexter Thompson
Clar{ Wro. Jones Pomerene Tillman
Culberson Kenyon Ransdell Townsend
Curtis La Follette Saulsbury T'nderwood
Dillingham Lane Shafroth Wadsworth
du Pont Lippitt Sheppard Walsh
Galllnger Martin, Va. Sherman Willlams
Gronna Martine, N. J. Smith, Ga.
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Mr., OVERMAN, Mr. President, I wish to announce that my
colleague [Mr. Siamoxs] has been called away on important
business and is therefore unavoidably detained from the Senate.

Mr. BECKHAM. The Senator from Mississippl [Mr. VARDA-
ArAN] is absent on official business,

The roll call was concluded.

Mr. BECKHAM. I wish to announce that the Senator from
"Tennessee [Mr. SHIELDS] is absent on account of death in his
family. I desire that this announcement shall stand for the
day.

Mr. MARTINE of New Jersey. I desire to announce that the
Senator from Oregon [Mr. CHEaMBERLAIN] is unavoidably de-
tained on public business.

I also desire to announce that the Senator from Arkansas
[Mr. Rosinsox] is unavoidably detained from the Senate. I
ask that both of these announcements shall stand for the day.

The VICE PRESIDENT. Fifty-nine Senators have answered
to the roll call. There is a quorum present.

Mr. BANKHEAD. Mr. President, I see that the Senator from
Nebraska [Mr. Norris] is now in the Chamber.

The VICE PRESIDENT. The pending amendment is the
amendment proposed by the Senator from Nebraska [Mr. Nor-
r1s] to the amendment of the committee.

Mr. BANKHEAD. I want to ask the Senator from Nebraska,
as his amendment to the amendment was temporarily passed
over until he could be present, if he will not consent to an
amendment striking out “six months" and inserting “ four
months "?

Mr. NORRIS. Mr. President, in the first place, I wish to
thank the Senator from Alabama for delaying the matter until
I could be present. I was unavoidably detained this morning
and came as soon as I could.

While I do not like the suggestion made by the Senator from
Alabama nearly so well as I do the amendment to the amend-
ment which I have proposed, yet, so far as I am concerned—
and, of course, I can only speak for myself, for the amendment
may be offered by some one else—I feel constrained, after talk-
ing with several Senators who have favored the amendment to
the amendment, to accept the proposition of the Senator from
Alabama. I am willing to do that.

Mr. TOWNSEND. What is the modification now proposed
of the amendment of the Senator from Nebraska to the amend-
ment of the committee?

The VICE PRESIDENT. The Secretary will state the
amendment to the amendment as now proposed to be modified.

The SECRETARY. The Senator from Alabama moves to amend
the committee amendment as follows: On page 12, line 25, be-
fore the word *“ months,” to strike out “six" and to insert
“ four,” so that it will read:

Sec. 7. That the BSecretary of Aglculture shall withhold appor-
tionment of funds to any State in which roads constructed under the
provisions of this act have not, in his judgment, been properly main-
tained by the State, or any subdivision thereof, {f within four months
after he has given notice in writing to the State highway department
such roads be not properly maintained by the State or any subdl-
vision thereof.

The VICE PRESIDENT. The amendment to the amendment
will be agreed to without objection. The Dbill is still before the
Senate, as in Committee of the Whole, and open to further
amendment.

Mr. SMOOT. Mr. President, if there are no further amend-
ments to be proposed to perfect the committee amendment——

Mr, NORRIS, Mr. President, if the Senator from Utah will
yield, I have another amendment to the amendment which I
should like to offer, and to which I think the committee will
agree,

Mr. SMOOT. I yield to the Senator from that purpose.

Mr. NORRIS. On page 12, line 24, I move to strike out the
words “ in his judgment.” I do not think that will change the
meaning of the bill, but it seems to me it would be much better
that those words should be stricken out. It is not customary in
legislation to insert phrases of that kind, as I understand, and
such language certainly does not add anything to a law.

Mr, BANKHEAD, I have no objection to that amendment
to the amendment.

The VICE PRESIDENT. The amendment to the amendment
will be stated.

The Secrerary. In the committee amendment on page 12,
line 24, after the word “ not,” it is proposed to strike out the
words “in his judgment.”

The amendment to the amendment was a to.

The VICE PRESIDENT. The bill is still before the Senate,
as in Committee of the Whole, and open to further amendment,
PM[;d N?RRIS. I have no further amendment to offer, Mr.

resident.

Mr. SMOOT. Mr. President, if the amendment suggested by
the committee to the House bill is perfected, I wish to offer a
substitute for the Senate amendment.

The VICE PRESIDENT. Are there any further amendments
to be propesed to the committee amendment?

Mr. POMERENE. Mr. President, on page 11, line 21, after
the word “exceed,” I move to strike out the word *fifty”
and to insert in lieu thereof the words * thirty-three and one-
third,” so that the text will read:

The Secretary of the Treasury shall thereupon set aside the share of
the United States payable under this act on account of such projeet,
which shall not exceed 333 per cent of the total estimated cost thereof,

Mr. President, several days ago this same subject matter
was discussed somewhat at length in connection with an
amendment offered by the Senator from Nebraska [Mr. Nor-
ris]. When we recognize the fact that there are practically
2,300,000 miles of public highways in the United States—at
least those are the figures furnished us by the committee in its
report—I think we must all come to the conclusion that the
burden of publie-road improvement must be borne by the States
or the local geographical subdivisions thereof.

Mr. WILLIAMS. Mr. President, if the Senator will pardon
me a moment, what did he say was the road mileage of the
United States?

Mr. POMERENE. The figures given in the report show the
road mileage to be 2,800,000. All who favor legislation of this
kind are interested in the subject not only of good roads, but
permanent good roads, and my thought is, the project being so
large, the portion of this expense which should be borne by the
Federal Government must be substantially less than that which
is borne by the States or the subdivisions thereof. My belief
is that the policy adopted by the Federal Government should
be such that it will encourage public-road building to the
utmost, If we make the proportion which may be expended by
the Federal Government not to exceed one-third of the total
cost, I believe more miles of public highway will be permanently
improved by the State authorities than will be improved if we
agree to pay not to exceed 50 per cent thereof, and it was with
that thought in mind that I offered this amendment.

Mr. GALLINGER. Mr. President, the Senator's amendment
reduces the proportion to be paid by the Government from 50
per cent to 33% per cent?

Mr. POMERENE. That is the amendment.

Mr. GALLINGER. May I say a word?

Mr. POMERENE. Certainly.

Mr. GALLINGER. Mr, President, I am not at all sure that
that is a wise amendment. After all, the whole amount comes
from the taxpayers of the country. The 50 per cent which the
Government will pay will come from the men, women, and chil-
dren of the country who pay tribute to the Government through
impost duties and other forms of taxation. 8o, after all, it is
taking it out of one pocket and putting it into another. The
cities, towns, and counties are very heavily taxed at the present
time, not only in reference to good roads, but in reference to all
other matters, The people of the country are looking with a
feeling of certainty, as well as with some degree of trepidation,
upon increased taxes in the near future. If such taxes must be
levied, doubtless the people of the country will submit to them
with good grace, as they always have done; but, nevertheless,
they have considerable anxiety about that matter.

If this burden could be lifted from the people directly to the
extent of 50 per cent, I think there would be less tendency for
faultfinding on the part of the taxpayers of the country than
there will be if we so arrange the bill that the Government will
pay less than is to be exacted from the cities and municipalities.
That is the thought running in my mind, and I think possibly
the Senator will admit that there is some force in it.

Mr. POMERENE. Mr. President, I recognize the fact that
some Senators are imbued with that idea, and I am not here
to say absolutely that they are wrong and I am right in the mat-
ter; but it must be borne in mind that the drafts upon the
Federal Treasury are very great, too. I am satisfied in my, own
State, whether or not there is any Federal aid, we are going to
have a system of good public highways. Our people have been
bitten by the good-roads microbe, and they are appreciating now
more than ever before the benefit to be derived from good roads.
Many of the New England States have an excellent road system.
Some of the States are rather further behind than either the
New England States or my own State; but I am still of the
opinion that the burden of this work must be borne by the
local authorities, and I feel thar. we will be doing more for the
cause of good roads if we reduce this amount to 33} per cent
than we will if we retain it at 50 per cent.
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Mr. SMITH of Georgia. Mr. President, it is not to be supposed
that all the good roads that are to be built will be those con-
structed under this form of cooperation between the Government
and the States, The reoads constructed under this bill, I trust,
will be a very small part of the roads that are to be constructed,
and constructed in the near future. It is rather a movement
to give an example of and to afford an inspiration for good road
building, The theory has been that when the Government takes
part in a local enterprise, so far as that local enterprise goes,
the expense shall be borne half by the Government and half by
the locality ; and I think it would be a great mistake in this
instance if this bill were changed as the Senator from Ohio pro-
poses. I feel sure that it in no sense means that the expenditures
for good roads are to be only half and half, but that the good
roads built under this bill will be an illustration of what good
roads may accomplish and afford an example for road construe-
tion by adopting the best methods which may be possible.

Mr. LIPPITT. Mr. President, I should like to say to the
Senator from Georgia that my thought concerning this bill has
been just the opposite of the idea he has expressed. If seems
to me that the tendency of the States will be not to build any
good roads until they have arranged for the National Govern-
ment to participate in their construction. That is only ordinary
human nature. If a community finds that somebody else will
pay 50 per cent of the cost of some improvement which they
want they will endeavor so to arrange their matters that they
will get that 50 per cent before they spend the money themselves.
I know what has happened in States where the State itself has
given aid to the construction of State highways so far as the
respective activities of the State and the towns are concerned.
The towns have stopped building roads; they have stopped mak-
ing improvements until they can arrange that the State shall
pay its proportion of the cost of the improvement.

It seems to me, !f T understand this bill aright, that it is only
the first step toward an enormous expenditure of money by the
National Government for the construction of roads all over the
United States. I expect that the instant this principle has been
established the application of it will grow enormously. I think
we shall have continual demands from all over the country to
have this appropriation increased, and the tendency in the States
will be to withhold and delay any improvement until such time
as they can be sure that the National Government is going to par-
ticipate in it. I really can not take the view the Senator from
Georgia has expressed.

Mr. SMITH of Georgin. Mr. President, if I agreed with the
views of the Senator from Rhode Island and believed that
within the next 20 years we wonld have no road development in
my section, except that which came from the cooperation of the
Federal Government and the States, the counties, and other
subdivisions, I would vote against this bill without a moment’s
hesitation. I do not anticipate anything of the kind. I think
it will be a stimulus to improve roads. You can only reach a
very small portion of your roads—one in a county, a portion of
one in a county—when they are developed in this way; but all
of the balance of the people will be aroused and interested in
the direction of additional good roads. I look to see these roads
an example and an inspiration of good roads.

Mr. LIPPITT. DMr. President, of course the Senator from
Georgia knows the enormously active lobby which is now advo-
cating the passage of this bill, and which has been advocating it
for some time.

Mr. SMITH of Georgia. No; I do not know anything about
any lobby. If the Senator does, he knows something I do not
lmowti I have had no suggestion made to me through anybody
outside.

Mr. LIPPITT. I can only say that I know how well informed
the Senator is, and if he has not had his attention called to the
tremendous amount of literature which is being distributed in
this country in favor of national good roads——

Mr. SMITH of Georgia. That literature is in oppesition to
this bill.

Mr. LIPPITT. I have not happened to see any that was in
oppodition to it. Every two or three days I am receiving the
most expensive maps, showing the proposed system of nationally
aided good roads—maps which would mean the expenditure of
an enormous amount of money for their production, and which
are being eirculated with the statement underneath that by the
aid of the National Government the States are going to get
these roads built largely without expense to themselves. There
is no statement on those maps as to where the money is coming
from that is to be expended for these roads. The implication is
carried by these publieations that it is going to be a free gift
to each and every State from some unknown source; and from
reading them I rather got the idea that the money was going

‘millions of dollars in the matter of good roads.

to come something like the manna from heaven in the olden
times—that the money just grew.

Mr. SMITH of Georgia. Did the Senator read this literature
with any care?

Mr, LIPPITT. I looked over some of those maps.

Mr. SMITH of Georgia. Did he not observe that they were
hostile to this bill, and hostile to this kind of road construction?
Did he not recognize the fact that the literature was in opposi-
tion to this legislation?

Mr, LIPPITT. I understood that it was in favor of national
aid to State roads.

Mr. SMITH of Georgia. A few great automobile highways.

Mr. BANKHEAD. Mr. President——

Mr, LIPPITT. I yield to the Senator from Alabama.

Mr. BANKHEAD. I have not seen the literature to which
the Senator refers. The only literature I have received has
been literature advocating great national highways, boule-
vards, mainly for the use of automobiles. I am not opposed
to national highways. I am not opposed to roads upon which
automobiles can travel. I should like to see them all over the
country. I should like to have our friends from Rhode Island
and New York and Pennsylvania get in an automobile and
come down to Alabama and see us, and we would make it de-
lightful for them. There is no question about that.

Mr. LIPPITT. I should like to go with the Senator.

Mr. BANKHEAD. But it is a very different kind of roads
that we seek to build under the provisions of this bill. We want
to improve the country roads over which the mails are earried,
and the country roads over which the farmers can send their
products to market. That is the object of this bill—mot to
build great national highways and boulevards.

Mr. LIPPITT. I understand the subterfuge in this bill.
The purpose, as described in the bill, is to aid the States in
building roads over which the mail is being sent, or over which
the mail might be sent; and, of eourse, when you include roads
over which the mail might be sent, that practically includes
every road. :

Mr. BANKHEAD. The Senator will remember that the Sen-
ator from Connecticut has had that expression, “ might be sent,”
stricken out.

Mr. LIPPITT. If the Senator will remember, I asked him a
few minutes ago if he had a copy of the bill as amended. I
was aware that several amendments had been suggested, but I
did not recall exactly what they were. I really had in my
mind the purpose of this bill as it was indicated in the bill at
the start. I am also aware, as the Senator says, that there
are different theories upon which this national aid to State
roads may be established; but I think I am absolutely correct
in saying that there is an enormous movement going on in this
country which, from the way it is conducted, is manifestly very
liberally financed. The purpose of it is to obtain national aid,
money from the Treasury of the United States, to construct a
purely local implement of commerce and trade and trans-

on.

I am also aware that some of the States, including my own,
have already spent enormous amounts of money out of their
own treasuries for the construction of such roads. I am aware
that if this bill is put into operation the State of Rhode Island
will have to pay something like $750,000, which will be a con-
tribution from the taxable property of the people of Rhode
Island to the construction of roads at distant points, where
they probably never will have any opportunity of using them
at all. They will be obliged to do that although they have
constructed their own roads entirely at their own expense. In
fact, the operation of this bill is taking away from the State of
Rhode Island a source of taxation which they would like them-
selves to use for the construction of their own roads. They
have already spent so much money on them that they are
hesitating as to how much further they can go in that direc-
tion without imposing undue charges on the people; and now
this movement comes along which is going to deprive them of
something like three-quarters of a million dollars which they
would like very much to spend on their own roads, and which
is to be distributed in other parts of the country.

I realize that a large number of the States are going to re-
ceive large sums from the operation of this bill, from sources
outside of their own borders, which they will have for the con-
struction of these roads; and it seems to me the inevitable ten-
dency of the States will be to find that it is a very good thing,
and to come back for more.

Mr. MARTINE of New Jersey. Mr. President, if the Sena-
tor will permit me, it seems to me, of course, that the line of
argument advanced by the Senator from Rhode Island is ap-
plicable to the State of New Jersey. We have spent many
We are for-
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tunate in the possession of a comparatively small State geog-
raphically, and a very compact settlement, and fortunate in
being a wealthy State, and we have spent a very great deal of
money on our roads. Buf, as I said the other day, I advocate
this bill; and while I have had some criticism of my advocacy
of it, I can not believe that I was elected a Senator from New
Jersey or that the Senator from Rhode Island was elected a
Senator from Rhode Island simply to look to the interests of
our own States, and to look no further than our borders. I
feel that we are here for a broader and a bigger purpose, to do
that which shall enhance the general welfare and benefit of the
whole country. 1 can understand that our good roads in New
Jersey would amount to but little if we had a barrier placed at
the State line, and were not permitted to extend over into Penn-
sylvania and across into New York, and ultimately, mayhap,
over into Rhode Island.

So I believe that it is an unwise policy, and it is an unfor-
tunate argument for us to argue simply because we have them,
and because we, through the blessings of a Divine Providence,
and mayhap fortunate circumstances and surroundings, may
have acquired a little more wealth than some of the more
sparsely settled communities, that we should be satisfied with
ourselves and shut ourselves up in our own shell and say, *“ To
the devil with the hindmost.” I do not believe that should be
the policy of a Representative or a Senator, for I believe it is
not a statesmanlike policy.

Of course, the matter of roads affects us more than directly.
It affects us indirectly as well, If Rhode Island is improved,
hence the next State is improved, Connecticut is more or less
improved, and we catch the drippings of the wealth that comes
to us. You can not construct a great public highway system
selfishly. We were about the first in this country to start out
with a good roads system. We have spent many millions of
dollars on roadways. We have seen direct results from it. It
has multiplied the value of our acres. It has made homes in
the couniry desirable, which we are all arguing for. We are
all seeking to do something that shall prevent the congestion in
the great cities and shall eause people to seek rural homes.
We have solved the problem very largely, though we have
10,000 miles more to improve. Not only has it directly affected
us but it has affected the communities all around us; and for
us to stand out in this way, with this idea advanced by the
Senator, it seems to me would be most unfortunate.

I feel that the Senator is decidedly unfortunate when he refers
to the documents or the literature that have come to us as being
a lobby. That is not my idea of a lobby. I had an idea—it may
be a mistaken one; I have never had my buttons pulled off by
a lobbyist since I have been here—but I had an idea that a
lobbyist was a genial, suave, glib-tongued fellow who would
gather me in the corners of yonder corridor and tell me that
there was “ something in it for me.” I have had none of that
sort of thing. I have had no uncanny methods or unreasonable
methods or unjustifiable methods practiced on me. I, in common
with the Senator from Rhode Island, have received document
after document, map after map, giving me a portrayal of the
ramifications of the road system of the country; and I say that
I am thankful to the authors, whoever they were—and I do not
know who they were—for having sent me such documents. I
have gained from them an idea of the roads through Rhode
Island, the roads through Georgia and Alabama and South Caro-
lina and Kentucky, if you choose, which I never would have
gained otherwise, for I am not one of those blest citizens who
happen to own a five-thousand-dollar automobile and can go prac-
tically and see these localities. I have taken these lines and de-
lineations that have been presented on these maps. There has
been nothing uncanny in that. They have been sent quite broad-
cast. I have gained from them wisdom and knowledge; and ‘if
that be ealled lobbyism, then Godspeed lobbyism! I do not
care how much may come of it.

I am in favor of this bill because I believe that the ramifica-
tions of a great road system can never come in this country
without Government aid; and I believe that the people of the
State of New Jersey, even with all that they have spent, will
willingly bear their share in order that they may aid Mississippi,
and that they may aid Rhode Island and Pennsylvania and the
Southern States, if you choose.

I hope the bill will pass.

Mr. LIPPITT. Mr, resident, I did not bring up the question
of lobbying on this bill, if the movement may be so described,
because I objected to it. I do not. I thoroughly agree with the
Senator that it is the privilege and the duty of American citizens
who are interested in any project, whether it is good roads or
something else, to have their views presented before the Mem-
bers of Congress and to take all legitimate means to do so. I do
not sympathize in the slightest degree with the criticism which

has been frequently levied in this body in regard to what has been
called, as a convenient name for it, lobbying. I think it is a
proper movement, and that without it we should be carrying on
a great part of our business in ignorance of the facts.

What I brought the matter up for was because the Senator
from Georgia [Mr, Syrra] had made the remark that he did not
think this appropriation would mean that the States were going
to rely in the future upon national aid. Now, he may be cor-
rect; I do not know; but it seems to me that this is simply the
entering wedge for an enormously expensive expenditure by the
Government of the United States. I believe that the very re-
inarks which the Senator from New Jersey [Mr. MarTine] has
just made in favor of this movement indicate the great lengths
to which it will nltimately go. I think it is only reasonable and
proper that in the consideration of this initial movement we
should have in our minds the probable extent and the probable
result of it; and I think it is eminently proper that I should
call to the attention of the Senate the effects which it will have
on my own community and that I should present those facts in
such a way that they will realize exactly what it means to us.

Mr. TOWNSEND. Mr. President, I hope the amendment
offered by the Senator from Ohio will not prevail. It occurs to
me that there has been no question that has been more intelli-
gently urged by the people of the United States than has the
one referring to good roads. In practically all of the States, at
least in most of them, they have commissions which have made a
very careful and a very thorough study of this subject. They are
asking that this legislation be enacted. They have a right to
ask for it.

The Federal Government is directly charged, under the Consti-
tution, with the construection and maintenance of post roads.
That language is more clear than is the language under which
the Government proceeds with the development and improvement
of rivers and harbors. It is true, of course, that under the river
and harbor provision only a few States, comparatively, get the
appropriations, but those appropriations are made for the benefit
of commerce. The appropriations here are proposed for the
benefit of post roads, in which all of the people are interested.
Now, most of these State organizations, practically all of them,
have decided that the half-and-half proposition was a practieable
and aun equitable one. That is arbitrary, of course. We could
decide on paying one-third, possibly, as well as one-half; it would
make no difference as to new mileage; but all of the arguments,
all of the propositions which have been considered by the States
have been based upon this 50 per cent division.

I agree with the Senator from Georgia that national aid is
not going to prevent the building of roads. The movement is on.
I confess that I have hesitated sometimes about starting this
matter—not that we have not a right to do it, but because it
might ultimately lead to very enormous expenditures on the part
of the Government, I have also thought that possibly this was
not a good time to begin. The Government is incurring unusual
expenses ; the Treasury is embarrassed. But the sentiment for
Federal aid is abroad in the land. Nothing is more clearly
settled on the part of the people than the question of Government
aid for good roads.

I believe the bill of the Senate committee as here presented is
the best under all the circumstances which has been conceived
and brought to the attention of either House. It means good
roads, in my judgment. I do not believe that the money will
be squandered. The experimental period for building roads, as
to material and method of construction, has passed. It has
cost a good deal for the States to learn how to build roads, but
to-day that question is practically settled. The Secretary of
Agriculture will be surrounded by experts who understand the
situation.

We are in reality, as the Senator from New Hampshire has
said, spending the people’s money. Whether it is taken from
the individual States or a part from the Federal Government,
it all belongs to all the States. Therefore, inasmuch as this
plan has been worked out, inasmuch as it has become the set-
tled conviction of the States that this is the proper propor-
tion, it seems to me that it would be wise to follow the recom-
mendation of the committee and adopt the bill as presented
by it.

Mr. NORRIS. Mr. President, I sincerely trust that the
amendment offered by the Senator from Ohio may be adopted.
It is true, as the Senator from Michigan [Mr. TownseEnp] and
the Senator from Georgia [Mr. SamitTaH] have said, that the
States will build a great deal of road, regardless of Federal
assistance; that the roads built in the State with Federal
assistance will be small in comparison with the roads the States
will build on their own account. At the same time, it seems
to me that those very facts constitute a good and valid argu-
ment why the amendment of the Senator from Ohio should be
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adopted. If means, if it is. adopted, that under this bill, if it
Becomes @ lmw, there will Be one-third mere mileage of road
censtrueted than though it were not adopted.

I would not want to make any Federal contribution so small
tliat the State would not take advantage of the Federal statute
and provide the supervisory machinery to gét Federal
aid, but when we fix a proportion that will bring the States in
to get this: aid’ we ought to fix it at just as small an amount of
Pederal contributiom as will have that effect. Nobody denies
but that one-third is' amply sufficient to accomplish that: As
the Senator fromr Rhode Island [Mr. Livprrr] says, it spreads
the appropriation out a good deal wider and’ further.

It does not affeet, Senators must remember, the amount of
Federal contribmtion. That will be just the same: If this
amendment prevails, instead of applying a Federal contribution
aver a road, say, 9 miles in length, it will add a third to it.
The fact that the States are going to build roads i addition to
Federal-aided roads, as the Senntor from Michigan and the
Semator from Georgin say, is a convineing proof that they will
take advantage of the Federal statute if the propertion is fixed
at 334 per cent of the Federal contribution.

I offered an amendment the other day making the per cent
25 instead of 50, and we debated that at length. It seemed to
me that that amendment ought to have been adopted, but the
Senate in its wisdom thought otherwise and voted it dowmn..

Mr, CANHE. Mr. President——

Mr. NORRIS: I yield to the Senator from Oregomn.

Mr: LANE. With all due deference to the Senator, I do not
understand the logic of his reasoning when he supposes that the
States will' build more roads if they receive only 33% per cent
contributions from the Government than they will if they re-
ceive 50 percent:. It does notseem reasonable on the faceof it: If
you increase the contribution, it would seem to me that they would
build: more: roads; that the more money they receive the more
thiey will build. If by reducing the appropriation from 50 per
cenf to 33% per cent amd by doing se get more roads, why do
you. not cut® it down to abont I0F per eent and secure still more
rouds?

Mr. NORRTS. I answered that argument the other day when |

the Senator was not here, but T will answer the suggestion he
made now, and I will' convince him-that I am right. Let us take
an actual ense. Suppose: that as an actual contribution to the
State of Oregon under this bill' after it becomes a law the State
i apportioned $200,000. The bill as it stands now provides that:
the State of Oregom must put in $200,000, and that the $400,000
will be used to build roads i Oregor. That is the Federal con-
tribution on: the 50 per cent basis:

If the: amendment of the Senator from Ohio prevailg, then the
State of Oregon will get the same- $208,000. It does not change
tlie amount that the State gets: But instead of the State of
@regon being compelled to: put up $200,000 to meet that $200,000,
it will haveto put up one-third' more; and with that they will con-
stroct a road that is one-third longer:

Mr, LANH. That is all right, but I do not think it will ap-
peal to-the practical’ people of Oregon that they will get more
at 33} per cent than if it were 50 per cent or 60 per cent or 70
a]le}r cent. They would’ Iike it mmeh better if you would put it

.

Mr. NORRIS. Certainly.

Mr. LANE. The peeple of Oregen are building on the half-
and-half principle: harbers and otler improvements. They are
quite- used tor that system, and' they put up more than any
atlier State: iy the: Union in propertion to- their pepulation and
tfie ameunt’ of” improvements earried on in the way of liarbers.
I¥ yow eat it te 383% per eent I do mot' think they will leok upom
it as an extra inducement to build roads. In fact, I think you

will get more miles of road if yow keep it at 50 per cent. The |

ﬂrammmt is a little armttcm
Mr, BANKHEAD. President——

nn- NORRIS. Just a moment. ¥t ean not be possibe that
we: will' get: more: reads built i we- lef it remain at 50 per cent
instead’ of 38% per cent, unless you assume that the State will
mot take advantage of the Federal statute. If the State takes
advantage of the Federal statute; then, with this amendment of
the Senator from Ohio, it follows, just as the night follows the
day, it is mathematically true that there will be one-third more
voads construeted under Federal supervision than though the
amendment were defeated. I yield to the Senator from Ala-
Bamas

My; BANEHEAD: I sheould like to- know by what process
aff reasoning the Senator from Nebraska concludes that 33%
per cent is as much as 50 per eent and that the State will get

just as mueh money frem an appropriation of 333 per eent as it |

would frenr an appropriation of 50 per cent?

Mr. NORRIS. Does the Senator contend that if the amend-
ment of the Senator from Ohio prevails the amount of money

|that goes to the State will be cut down?

Mr. BANKHEAD. The Senator contends that it would be
cut from 50 per cent to 33% per cent.

Mr. NORRIS. The Senator has not examined the amend-
ment or the bill where the amendment applies. It has nothing
whatever ta do with the Federal contribution paid to the States.
If the Senator will examine the bill he will find that it can not
be otherwise: If it is as he states, then the Senator from Ohio:
will be willing: to withdraw his amendment. But the bill pro-
vides that a certain appropriation, $5,000,000 for the first year,
shall be divided up between the States on a certain proportion,
one third according to population, one third according to the
geographical division of the State, and the other third of it in
proportion to the roads that are already in existence in the
State compared with the roads all over the country. So.it is
definitely determined just to a cent how much each State will
get. But the proposal alse provides that when the Federal
Government contributes something to the State it will eontrib-
ute only 50 per cent. That is, if it puts in $100,000 the State
must put in $100,000. The same amount goes in every case.
You can take any State in the Union and tell now from the
statistics already in the record just to-a eent what each State
in the Union will get.

Mr. McCUMBER. Mr. President——

Mr. NORRIS: The only question is whether we shall compel
the State to build one-third more road in erder to get its contri-
bution or whether we shall leave it as it is in the bill. I yield:
to the Senator from North Dakota.

Mr. McCUMBER. Putting it down to a practical proposition,
under the present bill the Government pays for one mile of road
provided the State pays for another mile,

Mr:. NORRIS. That is right.

Mr: McOCUMBER. Then you have 2 miles.

Mr: NORRIS:. Yes:

Mi: McCUMBER. Under this amendment the Government
will pay for 1 mile provided the State pays for 2 miles;

Myr. NORRIS. Exactly.

Mr. McOCUMBER. And you will have 3 miles instead of 2.

Mr. NORRIS. Yes; that is the effect of it

Mr. McCUMBER. That is the sum and substanee of it.

Mr. SMOOT and Mr. BANKHEAD addressed the Chair:

Mr. NORRIS. Iyield to the Senator from Utah.

Mr. SMOOT. That would be absolutely true if the Govern-
ment was going to provide one-half of the money to enable the
State to build all the roads the State desired to build, or, in
other words, if the State had a desire to build a thousand
miles of road and the Government of the United States would
pay half of the expense. Then the statement of the Senator
from Nebraska would be absolutely true. But that is not tle
case under this bill. For the first year there is 35,000,000
appropriated. The State of Utah gets under the apportionment
only $57,9560. The State of Nebraska gets only $110,700.

Mr. NORRIS, Nobody disputes that. Everyone knews that
that is true.

Mpr, SMOOT. Now, if the State of Nebraska was going to.
build roads to the value of only $220,000 during the year, then.
the statement would be absolutely true. But the State of
Nebraska is going to spend more money than that in building
roads. The State of Utalx is going to use more money than she
will get by three er four times the ameunt. Therefore, it makes:
no difference in the amount appropriated under the bill as to
the. amount of roads that she will build, and no difference
whether the Government pays one-third er one-half, the amount
of appropriation will be exactly the same,

Mr. NORRIS. Let me take up the Senator's objection that fur.
Everyone has said that the States are going tor build more roads
than the bill provides: shall have Federal aid. There is ne.one
who has denied that. But the fact that the State of Utah is.

'going to get a certain amount of money under the bill is not
changed

to a farthing by the amendment of the Senator from
Ohio. It will spread that money out over a road that is one-
third lIonger than though the amendment were not adopted. So
the effect will be to get more Federal-aided roads in the State

than though the amendment were not adopted. That is true,

mathematieally. There is not any possibility of a successful
contradiction of it..

Mpr: SMOOT. I would rather have a State-controlled road,
if the State has: to pay for it, than a: Federal-controiled road: in:
the State.

Mr: NORRIS. If the Senator feels that way, them we ought to
vote against the bill entirely and not have any Federal aid.
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Mr. LANE. Mr. President, the argument reminds me of the
elderly maiden lady who kept a boarding house, who stated “ that
she sat pensively by the kitchen window stretching beefsteak for
supper.” Of course it would go further, but there was less beef-
steak for the individual boarder. [Laughter.]

Mr. NORRIS. There will be exactly the same amount of beef-
steak. That is not changed by this amendment. The beefsteak
to the very ounce will remain the same, but there will be a longer
slice of beefsteak than though the amendment were not adopted.
Its form will be changed. In other words, there will be more
Government-aided roads in every State of the Union by one-
third if this amendment is adopted than though it were not
adopted. Now, why should not that be the case? It seems to
me that we are representing here the Federal Government.
The contribution of the Federal Government in making roads
in n State is liberal. It seems to me if we contribute 33} per cent
it is a very liberal contribution. It is arbitrary, no matter what
figure you put it on, and no man can say exactly what will always
be just. We necessarily have to agree upon an arbitrary figure,
but the use of the road as an interstate propoesition will not be,
in my judgment, on the average one-tenth as much as the use of
the road for a loecal, State, or county proposition. Therefore we
ought to contribute, it seems to me, from the Federal Govern-
ment something in proportion to the value of the road as an
interstate proposition. Therefore it appears to me that the
amendment ought to be adopted.

Mr. SMOOT. Mr, President, when the Senator from Nebraska
offered his amendment to reduce the amount provided by the
Government of the United States for the building of roads from
50 per cent to 25 per cent I opposed that amendment and gave
my reasons for my opposition. Those reasons are exactly the
same as I would advance to-day in opposition to the amendment
of the Senator from Ohio. It seems so simple to me that I can
not conceive how there can be any misunderstanding as to the
result. The bill, if it becomes a law, will provide an appropria-
tion for the first year of $5,000,000 of Federal aid for building
roads in the different States. That $5,000,000 is apportioned to
the different States based upon the population of the State, the
area of the State, and the number of miles of rural-delivery and
ﬁr-service routes. The apportionment is made upon those three

ds.

Mr. President, I will not take the time of the Senate to name
the amount of appropriations in each State under that appor-
tionment, but it is so small that it will build in my own State
4 miles of road. In the State of Massachusetts, I think, it would
build 7 miles of road. So I might name all the States, and the
result would be in the same proportion.

Mr. POMERENE. Does not the Senator from Utah refer to
the small amount which is carried by the bill for the first year?
Does not the Senator realize that this is just the beginning of a
system of road improvement, and that the policy which is adopted
now is going to be more or less permanent in character? In
view of the fact that there are so many thousands of miles of
roads to be built, and in view of the further fact that the Sena-
tor concedes that the greater portion of this road building is
going to be done by the State authorities themselves, or by the
authorities of the smaller geographical divisions thereof, is not
that a reason why, if we determine that the Federal Gevernment
shall appropriate only $5,000,000, it should be so distributed and
g0 expended as to result in the building of the largest possible
number of miles of highway?

Mr. SMOOT. The very argument that the Senator makes is
the very thing that I am trying to contend against. There is no
question but that the money apportioned to each of the States,
if they take advantage of it at all, will be exactly the same
g‘l;eﬁler it is one-third or whether it is one-half. Nobody denies

t. . .
"This is the proposition, Mr. President : Every mile of road that
is built in the State in which the Government appropriates
money for the building is virtnally under the control of the
Secretary of Agriculture. If the State takes advantage of this
law, there is no question but that it will get the full apportion-
ment, and there is no guestion that the apportionment will not
be one-tenth of what any one State will build. So it will make
no difference whatever if the Government provides 50 per cent
of the cost of the road within the appropriation, for the amount
of the appropriation will build only a certain number of miles
of road. If the Government pays only one-third of the cost, the
amount of money received by the State will not affect the number
of miles of road the State will build. The State of Utah has to
provide for building not only the 4 miles of road or the 7 miles
of road in Massachusetts provided for under this bill, but many
times the number of miles named. Therefore it makes no dif-
ference at all, Mr. President, as to what percentage of the cost
the Government pays, providing the appropriation is limited as

the bill provides. But the 50 per cent basis has this advantage:
‘When the State provides the money for the building of additional
roads, the State will control the roads built entirely by it; and
when the Government of the United States makes a part pay-
ment upon their construction, the Secretary of Agriculture will
virtually control them. It is wrong in principle, and I can not
see but that it is as plain a proposition as a, "), ¢.

Mr. GALLINGER. Mr. President——

Mr. SMOOT. I yield to the Senator from New Hampshire.

Mr. GALLINGER. There are times when the people of the
country take some interest in the proceedings of the Congress
of the United States and when they refer to the ConeRESSIONAL
Recorp. I think this debate will be read by the people of the
country largely, and I ask the Senator from Utah if he will
not include in his remarks the table showing the amount which
will be distributed to each State under this bill?

Mr. SMOOT. I shall be glad to do so, and I now ask con-
sent, Mr. President, that the apportionment of the appropria-
tion carried by the Senate committee bill on the basis as naomed
by me, be inserted in the Recorp, without reading, as a part
of my remarks.

Mr. POMERENE. Does the Senator from Utah refer to the
table accompanying the report of the committee on the bill?

Mr. SMOOT. That is what I had reference to.

The VICE PRESIDENT. In the absence of objection, per-
mission to insert the table referred to by the Senator from
Utah will be granted. The Chair hears none.

The table referred to is as follows:

Agportionment of ap om carried Senats commitice bill on
basis of area, p udrml-:glm'yudm.'osm.
Appertionment of— -
State.
$5,000,000. { $10,000,000. | $15,000,000. | $20,000,000. | $25,000,000.

$107,200 $214, 400 $321,600 $428, 800 | - 586, 009
7,750 143, 500 215,250 287, 000 858, 739
B4, 850 169, 700 254, 550 339, 400 13,359
155, 750 31,500 | 467,250 000 778, 75)
86, 800 173, 600 260, 400 347,200 484,000
31,900 63, 500 95, 700 127,600 159, 51
8,800 16, 600 24,900 33,200 41,500
36, 050 2 100 188, 150 224, 200 289, 253
450 277, 300 415,950 554, 600 693, 259
750 125, 500 188, 250 251, 000 313,750
226, 500 457, 600 €56, 400 015,200 1,144,000
140,600 281,200 421,800 562, 400 708,823
150, 700 301, 400 452,100 602, 800 753, 500
148, 750 297, 500 4486, 250 , 000 743,759
100, 600 201,200 301, 800 400 508,000
67,450 135,900 203, 850 271,800 339, 759

48, 750 87, 500 346, 250 105,000 243,7
44,150 £8, 300 132,450 176, 600 230,751
76, 000 152,000 228 000 504,000 380, 600
el mwl G @e) o

[l

91,400 182, 800 274, 200 365, 600 457,000
175, 550 851, 100 526, (850 702,300 1750
100, 850 201, 700 302, 550 403, 400 504, 350
110, 700 221,400 233, 100 %2,3:0 553, 500
950 103, 900 200, 850 L8500 334,750
21, 650 3, 300 64,950 86, 600 108, 259
00,800 121, 600 182,400 243, 200 00)
82,350 | 164, 700 247, 050 329,400 411,759
258, 500 517, 000 715,500 1,034, 000 1,202, 500
116, 400 232 560 349,200 465, 600 582,000
78,400 156, 800 235, 313, 600 302,000
183, 700 387, 400 581,100 774, 800 968, 500
118,250 236,500 354,750 473, 000 591,250
81,450 162, 900 244,350 325,800 407,250
239,050 478,100 717,150 956,200 1,185,250
12,050 24,100 86, 150 48,200 60, 250
74,100 148, 200 222 300 206, 400 370,500
83,750 187,500 251,950 335,000 418,750
118, 250 236, 500 354, 750 473, 060 541,250
301,050 602,100 903, 150 1,204,200 } . 1,505,250
57,950 115,900 173, 850 231, 800 289, 750
23,600 47,200 smi 800 o4, 400 118, 000
102, 000 204,000 305, 000 408, 000 510, 000
78,250 146, 500 219, 750 293, 000 3686, 250
55, 050 110,100 185,150 220,200 275,230
132,200 264, 400 90, 800 528, 800 661,900
63, 750 127, 500 191,250 255, 000 318,750
Total...... 5,000,000 | 10,000,000 | 15,000,000 | 20,000,000 25, 004, 000

Mr, GALLINGER. If the Senator from Utah will permit me
just one remark—I have not taken much time and do not in-
tend to do so in this debate—I want to say to the friends of the
bill that, if the Federal appropriation is reduced, I think we
are going to be confronted with the proposition that a great
many States will refuse to accept this law which States might
otherwise accept it.

Mr. SWANSON. Mr. President, will the Senater from Utah
yield to me for a moment?
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Mr. SMOOT. T yield to the Senator from Virginia.

Mr. SWANSON. The provision which was included in the
Post Ofiice appropriation bill for $500,000 seven years ago, was
apportioned among the States, providing for a one-third pay-
ment by the Government, and a great many States refused to
take their apportionment on account of the small proportion
which was given. That action satisfied me that a great many
States, if we appropriate but one-third, will not avail them-
selves of the law. . =

In addition to that, I should like to say that the subcom-
mittee which prepared this bill discussed and considered the
matter very carefully whether this proportion should be one-
third or one-fourth or one-half and then inserted “ not exceed-
ing one-half.,” A great many roads that are expected to be
improved under this legislation are roads which go through
poor communities, and in most of the States roads do not have
State aid, but have local aid. Very frequently there is a part
of a road which is good and then you will come to points where
it is very bad; places where there is a length of 5 or 10 miles
of road which is very bad. That occurs because the com-
munity is very poorly off, taxes can not be raised, and the
State law does not permit the road to be improved. Conse-
quently the entire road is no better than the poorest link in it.
We thought if we framed the legislation to read * not exceeding
one-half ” it would be more effective, because it would enable
the Federal Government to aid the places where there are
small links of road which are so bad that they ruin the entire
road. The contribution is not compelled to be one-third. If
any State wants it to be one-third, it makes application for one-
third, or if the application be for one-tenth, one-tenth may be
allowed under this bill. I think it would be a mistake to fix
the amount at “ not exceeding one-third.”

The committee has discussed that matter fully and examined
the conditions in the various States, and I think it would seri-
ously hurt the bill if the amount should be reduced from one-
hailf.

Mr. SMOOT. Mr. President, in that connection I wish to ecall
the Senator's attention to a situation in road building. Roads
outside of the limits of small towns, both county and State, are
generally found to be better than the roads of said towns. We
find that it is impossible for the small town to keep the roads
in a condition they ought to be kept or to construct proper
roads in the first place. I believe that situation is found in small
towns all over the United States. The best constructed roads
in the United States are those built and controlled by the coun-
ties and State, because of the fact that the counties and the State
can raise sufficient money to build first-class roads in the first
instance, whereas in the little towns, with but a limited amount
of property on which to raise taxes, it is an impossibility for
them to construct such roads as should be constructed,

I sincerely trust, Mr. President, that the amendment offered
by the Senator from Ohio [Mr. PomeRrENE] will not be adopted.

Mr, LODGE. Mr. President, before the Senator from Utah
takes his seat—1I do this with great timidity, because I know the
Senator’s power when he is dealing with figures, for I have seen
him figure percentages too often to feel any confidence in ask-
ing him a question—I wish to state that the point which trou-
bles me is this: Under this bill a State can only get the Govern-
ment apportionment by building an equal amount of road with
that constructed by the Government. It is quite true that
most of the States—perhaps all of the States—will build more
roads in a year than the Government apportionment may de-
mand; but suppose a case; suppose we build a good road in
Massachusetts and our allotment is $76,000. In round numbers,
that is T4 miles of road at the price which our State roads cost
us. Now, suppose we build no more roads after the apportion-
ment has been made except what are necessary to get our ap-
portionment, we should have to build, as I understand, under
this bill T4 miles of road; we should have to build an equal
amount with that built by the Government in order to get the
apportionment.

Mr. SWANSON.
repair the roads.

Mr, SMOOT. Then, that is worse than ever.

Mr. LODGE. Yes; that is worse than ever.

Mr. TOWNSEND. The bill does not say * repair.”

Mr. SWANSON, To keep in repair. As I understand the
bill, if you have a macadam road that has absolutely run down,
which is in real bad shape, you can improve that road up to a
certain condition if you will agree to maintain it after that.

Mr. TOWNSEND. To rebuild it?

Mr. SWANSON. To rebuild it.

Mr. LODGE. That is equivalent to the same thing as build-
ing. We have to either rebuild or to build the road. I do
not mean we have to build a new road, but to build our part

The States would have to either build or

of it. This confines it to doing-over old roads, as a matter of
fact, but the State will have to spend an equal amount with
the Government. Now, if you make it one-third, you have to
build 15 miles of road.

Mr, SMOOT. That is true.

Mr. LODGE. That is the whole proposition with me—that
if you make it a third for the United States, then you compel
the State to build 2 miles for 1, instead of 1 mile for 1.

Mr. SMOOT. That is true.

Mr. LODGE. The Senator does not question that?

Mr. SMOOT. Not in the least.

Mr. LODGE. I am glad to find that I was not mistaken. The
Senator’s proposition is that it is all idle what ratio we put in
the bill, because every State will build a good deal more than
its allotment will be under this proposed law.

Mr. SMOOT, That is my position.

Mr. LODGE. I do not know how true that is, of course.

Mr. SMOOT. The Senator can get some idea of the correct-
ness of my statement by simply referring again to the figures to
which he himself has referred ; that is, those affecting the State
of Massachusetts with her area, her population, and the length
of her roads. Under the apportionment of $5,000,000 Massachu-
setts will get $76,000. That means, as the Senator says, T3 miles
of road for the Government and 74 miles of road for the State,
or, in other.words, 15 miles of road for the first year.

Mr. STERLING. Mr. President, if the Senator will permit
me, I should like to ask if it is the Senator's understanding of
the bill that it will require an equal number of miles of road to
be built by the State and by the National Government?

AMr. SMOOT. Certainly,

Mr. STERLING. Is not this the provision—

Mr. SMOOT. That is, a certain amount of money must be
contributed by the State; I did not mean to say “ miles of
road.” 4

Mr. STERLING. A project is submitted by the highway
commission of the State for the building of a certain road. The
proposition is not that the Government and the State shall
build an equal number of miles of road, but the Government
will contribute 50 per cent of the amount required for that
project. It is not contemplated, as I understand, that the Gov-
ernment shall double the number of miles of road constructed
by the State.

Mr. SMOOT.
the Senator,

Mr. STERLING. It is not quite the same thing. If the Sen-
ator will allow me a further suggestion, I conceive this to be
the situation—it will be the situation in many of the States, at
any rate: The highway commission will select a particular
stretch of road in the building of which they will say, * We
should like Federal aid, to the extent of 50 per cent.” They will
submit that project to the Secretary of Agriculture for his ap-
proval. That will leave them money to devote to the building
of other roads than this particular project. That is the propo-
sition, I think, involved in the bill—not that the State shall
build one-half of the road and an equal number of miles of
road be built by the Federal Government, but that both will con-
tribute one-half to one certain projeet.

Mr. SMOOT. This is the language, Mr. President, of the
amendment reported by the committee to the House bill :

If the Secretary of Agriculture approve the plans, specifications, and
estimates, he shall notify the State highway department and imme-
diately certify the fact to the Secretary of the Treasury. The Secre-
tary of the Treasury shall thereupon set aside the share of the United
States payable under this act on account of such project, which shall
not exceed GO per cent of the total estimated cost thereof.

Mr. STERLING. Yes; that is it.

Mr. SMOOT. That means that if the plans and specifications
for building 15 miles of, road, we will say, or 100 miles, or
whatever it may be, are approved, and if the cost of that
project is not more than double the amount of the State's ap-
portionment, the Secretary of the Treasury extends the Gov-
ernment’s credit for half of the amount, and the State is to pay
the other half, but it must be devoted to work on that project.
not for building roads on the part of the State in some other
county or in some other part of the State. The money has to
be expended on that particular project which has been ap-
proved ; otherwise the State can not get one cent of the appor-
tionment.

Mr. SMITH of Arizona. Mr. President, if the Senator will
allow me to make a suggestion, I do not claim to understand
this bill very well; but my impression is that the Government,
before it contributes anything, requires the State to contribute
an equal amount at least: Suppose the State engineer of the
State road authority, whatever it is, concludes to build 50
miles of road, and the Government's contribution would not
build, say, 10 miles of it. On the showing by the State that it

It is virtually the same thing, I will say to
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has not only equaled the Government’s contribution but has
sufficient funds itself to complete the project, does the Eenator
feel that the State, under the bill, wonld be prevented from
building 50 miles of road, even though the ‘Government’s <con-
tribution was adequate enly to build 10 miles of the road?

Mr. SMOOT, Mr. President, the provisions of the bill are
such that after the Secretary of Agriculture has approved the
plans and specifications for a particular project the Govern-
ment controls only the length of the road that falls within the
apportionment made under this bill to the State. If a certain
project requires the full amount of a State’s apportionment, it
has to be devoted to that one project. If a certain project
does not call for the full amount, then the Government eounld
contribute to two projects or three projects, but each project
must be approved by the Seeretary of Agriculture and the plans
and the specifications must be submitted to and approved by
him Dbefore the work is undertaken by the State. After the
plans and specifications are approved .and after certification
is made to the Secretary of the Treasury he then gives to the
State the credit for one-half of the amount, but the money
must be expended upon that particular project and no other.

Mr. President, it does seem to me that we ought, at least, if
we are going to provide any aid at all from the Government,
make the amount to be contributed by the Government 50 per
cent, parficularly when the ‘Government has absolute econtrol
of the road constructed.

Mr. TOWNSEND. Mr. President, does it mot also occur to
the Senator that, inasmuch as the Government has to supervise
that part of the read which it helps to construct under this ap-
portionment, the shorter the mileage it has to look after, the
betier .it will be for the Government?

Mr. SMOOT. Yes; the better it will be for the Government,
and the better it will be for the State, as I have said before.

Mr., President, I do not want to '‘be misunderstood about this
subject. 1 do not think the method provided by this bill is the
proper method for the Government to pursue in aiding the
building of roads in States. I have already presented, and will
offer just as soon as I have an opportunity to do =o; that is,
when the amendment reported by the committee is perfected,
what is known as the Bourne bill as a substitute. I am not
going to discuss it at this time, but will offer it as a substitute
for the pending amendment reported by the committee. I hope
the Senate will give attention to the provisions’ of the amend-
ment which I shall offer. It completely solves the road gues-
tion, in my opinion, and it dees not call for a dollar from the
Treasury of the United States, but it does provide that the Gov-
ernment of the United States lend its credit to the States;

and that credit being greater than the credit of the States in.

terest will be lower, the difference in the rate of interest in
50 years will pay all the expense of building roads in the States,
and the Treasury of the United States will not be ealled npon to
pay one dollar,

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the.Senator from Ohio [Mr. Poxerene] to the
amendment reported by the committee.

Mr. LODGE. Mr. President, I should like to ask the Senator
from Utah if it is his intentlon to otter his amendment after
the pending amendment is disposed o

Mr. SMOOT. I expect to offer it immediately after the pend-
ing amendment is disposed of.

Mr, LODGE. I will wait until that amendment is offered.

The VICE PRESIDENT. The guestion is on the amendment
proposed by the Senator from Ohio [Mr. Pomerese] to the
amendment of the committee.

The amendment to the amendment was rejected.

Mr. SMOOT. Now, Mr. President, I ask that——

Mr. POMERENE. Mr. President, may I ask the Senator if
he intends to offer the Bourne hill as a substitute for the pend-
ing measure?

Mr. SMOOT. That is my intention.

- Mr. POMERENE. I have another amendment which I de-
sire to offer to the bill as reported by the committee, if I may do
s0 at ‘this time,

Mr. SMOOT. Then I will withhold for the present the
amendment I intend to offer,

Mr. POMERENE. Mr. President, on page 11, line 18, after
the word “require” and before the period, I offer the amend-
ment which I send to the desk.

The VICE PRESIDENT. The amendment will be stated.

The Becrerary. On page 11, line 18, after the word “re-
sitire " and before the period, it is proposed to insert:

Provided, hmnsmr That the Secretary of Agriculture shall approve

only snch rojects as may be permanent in character, and the expen-
gﬁ%m‘e :t“ s pereby aut.hor zed shall ‘be applied nnly to such im-
vemen

Mr. SMOOT. I will ask the Secretary to read the text as it
will read if the amendment be adopted.

The Secretary read as follows:
If the Becretary.of culture approve a project, the State highwa;
department shall fummo him meph? mve;i RE.H, specifications ans
. : Provided, howcver, That the Becre-
tary of Agriculture shall approve onl
character, expendl

such projects as may be perma-
nent in and the ex of funds herehy antlwrl:ed

ghall be applied on'l.y to such improvements,

Mr, POMERENE. Mr, President, this matter was discussed
somewhat at length the other day, and I .do not know that I
can add very much to what was then said. I'suggested at that
time that T thought a wise policy would require the Govern-
ment to limit Federal aid to permanently improved highwnays.
Of .course, when this thought is suggested, necessarily it may
appear ‘that there are various kinds of road material in the
several parts of the country and various characters of high-
ways, and that we ought not to place any improper limitation
upon the :authority which is given to the SBecretary of Agri-
culture.

The committee that reports this bill has seen fit to provide
$5,000,000 of Federal aid the first year, 510,000,000 the second,
$15,000,000 the third, $20,000,000 the fourth, and $25,000,000 the
fifth year. That, of itself, is convincing proof that there must
be a limit upon the character and extent of the ‘improve-
ments in which we must participate. Under the language of
this bill, if a State highway department presents a plan, no
matter what the character of the improvement, and it meets
the approval of the Secretary of Agriculture, then the econ-
ditions precedent are complied with, and this money can be
expended upon the project thus approved. It may be for the
building of a brick road, it may be for the building of a ma-
cadam road, it may be for the graveling of a highway, or it
may be simply to fill a series of mud holes in some unfre-
quented section of the country, and in the nature of mere tem-
porary repairs.

That is my objection to the bill as it is reported to the Sen-
ate. I recognize the fact that these roads must be improved;
but the burden of repairs must be borne, under any system
that we can devise now, by the Btate and local authorities.

Mr. TOWNSEND. Mr. President——

The PRESIDING OFFICER (Mr. GArmNger in the chair).
Does the Senator from Ohio yield to the Senator from Michigan?

Mr. POMERENE. I yield.

Mr. TOWNSEND. What do I understand ‘the Senator to
mean by the words * permanent in character ?

Mr, POMERENE. My, President, the guestion is a very per-
tinent one. I do not know that I can specifically define those
words. I have used language which, it seemed to me, would
convey to the Secretary of Agriculture the thought that this
money was to'be expended in improvements other than those of a
mere temporary character. For instance, those of us who are
familiar with the construction of reads in the rural districts
know that the local authorities get out in the spring and per-
haps throw the earth up into the'center -of the highway and -
make gutters along the sides, and that lasts probably for the
season, and the next season the same program is to be followed
out again

I do not think the Federal Government ought to undertake
the building of a road of that kind. What we are interested in
is, ‘first, permanently improved highways, and, secondly, the
greatest possible amount of mileage of that kind.

Mr. OWEN. Mr. President—— ]

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Oklahoma?

Mr, POMERENE. I yield.

Mr, OWEN. I suggest that the language used in the Senator’s
amendment, “ permanent in character,” necessarily means rela-
tively permanent in character, because nothing is permanent in
any final, critical sense.

Mr. POMERENE. T think the Senator’s suggestion is a very
good one,

Mr. TOWNSEND. DMr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
further yield to the Senator from Michigan?

Mr. POMERENE. Pardon me just a minute. We all recog-
nize that even in Massachusetts, where they have a splendid
gystem of highways—and I am sure they would class them gener-
ally as permanent—they are nevertheless required to make con-
stant repairs, as will be the case with any system of road build-
ing we may adopt, because there is not any kind of a highway
that can permanently resist the elements and the constant
travel. So that the snggestion of the Senator from Oklahoma is
a very wise one. The phrase means something that is relatively
permanent.
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I recognize the fact that what might be a relatively perma-
nent highway in the State of Michigan might not be relatively
permanent in character in the State of Mississippi or in the
State of Florida, and that we must give a great deal of latitude
to the Secretary of Agriculture; otherwise we will be doing an
injustice toward certain localities, and I would not have that
done for one moment. I do feel, however, that we would he
going a long distance if we were to attempt to say that in cer-
tain localities we will make these temporary improvements.
Why, ordinarily, in merely plowing up the gutters and scraping
the earth into the center, as we do in many sections of the State
of Ohio, I dare say that from $20 to $25 a year would pay for
that character of improvements, but they are only temporary in
charancter; and if we agree to give Federal aid for improve-
ments of that character, the people living in the vieinity would
lose interest, and they would never have a permanent system ol
highways, but they would be content to go along in the same
shiftless kind of a way, allowing the Federal Government to
pay one-half of this temporary expense. There can be no ques-
tion, under the phraseology of this bill as reported by the com-
mittee, that the Secretary of Agriculture would be within his
full powers if he saw fit to devote this money exclusively to
temporary road improving of the kind I have indicated.

Mr. STERLING. Mr, President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from South Dakota?

Mr. POMERENE. I do.

Mr., STERLING. Under the definition of what is permanent
in character given by the Senator from Ohio, in which he speaks
of the brick road, the macadamized road, the gravel road, and
so forth, I fear he would exclude from the operation of this bill
many States of the Union. Take it in my own State, for
example, as well as in the neighboring State of North Dakota,
and I think the same is true largely in Nebraska and in Iowa,
it is often very diflicult to get material out of which to build
a permanent road, according to the Senator's definition of what
constitutes a permanent road.

Mr. POMERENE. Mr. President, may I-ask the Senator
whether they do not have, in certain sections of the State,
material which they use in making what I am pleased to call a
road of a permanent character?

Mr. STERLING. Very little of it; and I will say that in the
State of South Dakota that is in a very remote section of the
State. Perhaps in the Black Hills region of the- State of South
Dakota some road-building material can be obtained, but out-
gide of that I think there is very little.

Let me say to the Senator that there is science in the build-
ing of the good dirt road, as we term it. Great progress has
been made within the last few years in that respect; and there
are whole stretches of roads in our State for the building of
which Government aid would be most acceptable. It is often a
hardship upon the people of the community, a burdensoifie tax,
to construct the roads in the first place, and to keep them in
repair afterwards, even though they be dirt roads.

Mr. POMERENE. Mr. President, I have no doubt the Sec-
retary of Agriculture, in trying to provide equitably under this
authority for the different States, would have due regard to the
charancter of the highways and the materials in use in those
several States; and I can hardly conceive that there would be
any State in this Union which could not get its proportion of
the funds under this law and under the amendment, as I have
proposed it.

Mr. STERLING. And for that very reason, Mr. President, I
see no necessity for the use of the term “ permanent in char-
acter " in this amendment. If the Secretary of Agriculture will
take “into consideration the conditions existing in different
States, he will say, with reference to Massachusetts for ex-
ample : * Considering the material you have at hand, the. kind
of roads you build there, and ean build, you should macadamize
or build of a particular material”; and he will take into con-
sideration our conditions in the Northwest, and say: “ Since
other than dirt, as a material for building roads, can not be
procured without excessive cost, you will be allowed to formu-
late your project and submit for approval here one which con-
templates the building of the best dirt roads.”

Mr. SMOOT. Mr. President

The PRESIDING OFFICER (Mr. WaLsH in the chair). Does
the Senator from Ohio yield to the Senator from Utah?

Mr. POMERENE. Surely.

Mr. SMOOT. I want to ask the Senator from South Dakota
if it is not a fact that the native sod of South Dakota makes
the best road of any material that the people of that State
have found?

Mr. STERLING. No: I will not say that it makes the best
road of any material that they have found. I think perhaps in

certain localities recently, under the impetus of the good-roads
movement, they have, at considerable expense, procured gravel
and used it in the construction of a few roads.

Mr, SMOOT. The reason why I asked the question was that
I have heard, in the discussion on the side among Senators,
the statement made that the very best roads and the most
permanent roads they had in North Dakota and South Dakota
were the roads build on the natural sod; that they never wanted
it plowed up; they wanted it as a base. Now, I may be mis-
taken, or the person making the statement may have been
mistaken,

Mr. STERLING. So far as taking the sod as the basis of
the road is concerned, I do not think that can be true,

Mr. SMOOT. I thought it could not be when I heard it. That
ig the reason why I made the inquiry.

Mr. McCUMBER. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yvield to the Senatoer from North Dakota?

Mr, POMERENE. Yes.

Mr. McCUMBER. The very best and the most reliable roads.
we have in the State of North Dakota and all over that State
are those that have never been worked in the slightest degree,”
where we still retain the old sod, No kind of traffic ever seems
to cut through that sod; but, of course, there are dips here and
there where the road has to be made, and it is necessary in many
instances to throw up the road to the center. But if we could
retain it and get the drainage the old sod is better than any road
that was ever made in the State,

Mr. STERLING. That will apply, I think—and I think the
Senator from North Dakota will agree with me—to roads on the
highland only, where there never is any bad road at all,.where
water never settles; but this applies only to very limited parts
of the State.

Mr. POMERENE. DMr. President, may I ask the Senator
whether that applies to the State of South Dakota as well?

Mr. STERLING, Oh, we have that; yes; where there is no
need at all for any road building,

Mr. POMERENE. Then I am quite sure that if my amend-
ment is adopted it will not prejudice the rights of the citizens
of the good State of South Dakota.

Mr. STERLING. I fear it would, Mr. President, because there,
throughout most of the country, no such condition prevaiks,

Mr. BANKHEAD. Mr. President, every road engineer in this
country, every man who has any reputation at all at stake, under-
stands perfectly well what is meant by a permanent road. It
means brick, macadam, or concrete, or material of that kind.

You could not find a road engineer, and I do not think you could

find a Secretary of Agriculture who had sense enough to sit in
his seat in the department, who would say that anything below
that could be construed as a permanent road.

There are large sections of the country that can not build
roads of that character. No engineer would say that a sand and
clay road, which answers every purpose in sections where they
can be properly built, was a road permanent in construction ; and
if this amendment is adopted I predict now that not more than
one-half, and perhaps not more than one-third, of the States
in the Union will ever take advantage of it or build a mile of
road under it.

The bill carefully describes the character of roads to be built.
It provides, in the first place, that the State authorities, the
State highway commission, shall select the routes on which the
roads are to be built, They shall make the plans and the specifi-
cations and the estimate of cost. When that has been done,
they submit that to the Secretary of Agriculture for his approval.
I am free to confess, Mr. President, thut in preparing this bhill
we tried to steer as far away from the Federal Government as
we could ; but we recognized, and I think every Senator on the
floor recognizes, that if the Federal Government is called upon
to put up half the money, it ought to have something to say
about the character of the roads that are to be built. With the
veto power, you might say, of the Secretary of Agriculture as to
the character of the road, we ought to have some confidence and
trust in the State authorities; and when they have agreed upon
the location, the construction, and the cost, it seems to me that
Senators ought to be willing to trust that matter to them.

Mr. POMERENE. Mr, President, if the Senator has unlimited
faith in these officials—and I have great faith in them, too—
why does he go to the trouble in this legislation of providing that
the plans and the specifications shall be prepared and submitted
to this scrutiny? Why not just leave the whole thing to these
different officials, and turn over the money bodily, in the faith
that it will be expended so as to get one hundred cents of return
for every dollar of FFederal money that Is put into it?

Mr, BANKHEAD. Mr. President, the answer to that question
is so obvious that I shall not consume the time of the Senate in
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answering it. T am willing to leave that to their own good
sense and judgment.

° The Senator from Ohio is distressed for fear that the State
highway commission, owing their position, their authority, and
their responsibility to their several States, and that the Secre-
tary of Agriculture, in his high place, will consent to the ex-
penditure of money under the provisions of the bill to fill up
mudholes somewhere. I can not understand why the Senator
from Ohio every time he gets on the floor insists that his fear
is this money will be spent somewhere in filling mudholes along
some road. Y !

Mr. POMERENE. We had the assurance of the Senator from
Alabama the other day that he did not expect to have any of
this money expended in that way.

Mr. BANKHEAD. I do not.

Mr. POMERENE. If that be true, then there is not any
reason why there should not be some inhibition in the bill against
that practice.

Mr. BANKHEAD. The objection I have to the amendment
is what I have stated. It makes it impossible and impracticable
to operate the bill. I would not say that that is the purpose of
it; I do not think it is; but what I fear is that the Senator
from Ohio has not considered all the provisions of the bill.

I observe that the hour of 2 o’clock has arrived, Mr. Presi-
dent. :

: RURAL CREDITS.

The PRESIDING OFFICER. The hour of 2 o'clock having
arrived, the Chair lays before the Senate the unfinished busi-
ness, which is- Senate bill 2986.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (8. 2086) to provide capital for agricul-
tural development, to create a standard form of investment
based upon farm mortgage, to equalize rates of interest upon
farm loans, to furnish a market for United States bonds, to
provide for the investment of postal savings deposits, to create
Government depositaries and financial agents for the United
States, and for other purposes.

Mr. McCUMBER. Mr. President, I suggest the absence of
quorumn, -

The PRESIDING OFFICER. The Secretary will call the
roll.

_ The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst, Gallinger McCumber Smith, 8, C,
Dankbead (ironna Martine, N. J Smoot
Borah Harding Myers Sterling
Brady Hitcheock Nelson Stone
Broussard Hollls © Norris Sutherland
Burleigh Hughes Owen homas
Chamberlain  Tusting age Thompson
‘lapp ; James . Phelan Townsend
Clark, W;’i. Johnson, Me. Pittman Wadsworth
Clarke, Ark. Johnson, 8, Dak. Pomerene Walsh
‘ulberson Jones e Warren
Junnnins Ken{on Robinson Williams
Curtls . La Follette Saulsbury Works
Dillingham Lane Shafroth

du Pent Lowls Shﬂiga.rd

Fall Lippitt Smith, Ariz.

 Mr. LANE. I wish to announce that my colleague [Mr.

CHAMBERLAIN] is absent in attendance upon a committee hear-
ing, '
* Mr. JAMES. I desire to announce that the senior Senator
from West Virginia [Mr. CHIzTON] is unavoidably absent. He
is pnired with the Senator frem New Mexico [Mr. Iais].
This announcement may stand for the day. y

The PRESIDING OFFICER. Sixty-one Senators have an-
swered to their names. A quorum is present. The pending
amendment will be stated.
© The SecrETARY. The next amendment of the Committee on
Banking and Currency is, on page 33, after line 16, to insert:

Taxes or assessments not paid when due, and paid by the mortgagee,
shall become a part of the mortgage debt and sbhall bear simple in-
terest at the rate of 6 per cent per annum.
. Mr. HARDING. Mr. President, I think I have some con-
ception of the importance of the pending measure, and I think
I can speak for one Member of this body who knows his lack
of qualifications to discuss it in detail. We have in Ohio one
of the ablest bankers in the State who has made a study of
rural credits a very special matter. I refer to ex-Gov. Myron
T. Herrick, who also served his country with great credit to
himself as ambassador to France. During his stay in Europe
Col. Herrick in the time that he had at his command made a
very thorough and a very sincere study of the practice and
system ‘of rural credits in BEurope. I know that he is very
earnestly in favor of some plan of rural credits. ¢
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Out of the abundance of his knowledge C'ol. Herrick has con-
tributed to the New York Sun a criticism of the pending
measure. I do not venture to offer his opinion as my own,
but I believe it will be helpful to the Members of the Senate if
I trespass upon the time of this body to read somewhat from
the contribution of Col. Herrick to the Sun. It is a criticism
not only of a very eminent and able banker but it is the
eriticism of one who is very deeply and sincerely interested in
this proposition, '

I may say for myself before entering upon the reading, that
I am not opposed to a practical measure which does not go too
far in fixing upon the Government a function that is paternally
socialistic. I am trying to learn from Members of this body
the real reason, however, for pressing a measure of this kind. I
will not assume to say that conditions in Ohlo are altogether
like those of other States in the Union, but I belleve I state an
absolute truth when I say that there is no more need for a meas-
ure of this kind for the agriculturalists of the State of Ohio
than for the Government to step in and take charge of all our
industrial and productive affairs in that State.

I know something about the banking business in what is
termed an interior county seat, and I know from personal con-
tact with the problem that the average Ohio farmer can secure
money more readily than any other person in the State, and he
can secure it on less credit than any man in a mercantile or
manufacturing enterprise. The rates of interest are not high.
I doubt if there is a loan made in the State of Ohio at more than
6 per cent interest, and it can be made for a short or long time,
to suit the convenience of the customer.

I only speak of this in passing, because to those of us in Ohio
there seems to be no occasion for the passage of such a measure.
However, I wanted to present to the Senate the very valuable
suggestions of the distinguished banker who has written to the
New York Sun somewhat as follows——

Mr. SHEPPARD. Before the Senator proceeds, I wish to ask
him if it is not a fact that they have a system of farm building
and loan associations in Olio that have proven very successful
so far?

Mr. HARDING. We have a great building and loan sys{em
in Ohio. I have never known it designated particularly as a
farm building and loan association. Ohio has millions upon
millions on deposit in its building and loan societies, and they
belong very largely to farmers of the State. As a matter of
fact, our building and loan system in Ohio permits loans on col-
lateral security.

Mr. SHEPPARD. I was under the impression that in Ohio
they have one form of association adapted particularly to
farmers.

Mr. HARDING. No; I think not.

Quoting from Col. Herrick :

The Hollis bill is a defective, useless, and dangerous measure. It is
full of flaws, in istenci loopholes, jokers, and meaningless ver-
blaéfe. besides lacking indi sable clauses, while it ﬂamntl{ violates
basie principles by substituting the credit of Government for the credit
of the land and wiy clothing land-credit institutions with savings-bank
powers and allowing them -to pyramid on thelr credit and encumber
their assets with liabilities through bond issues.

In almost every section of the bill there is error on some important
polnt or in r t to minor details, and its general plan is rendered
utterly vicious by two monster objects, which are an unjustifiable use
of the cash and credit of the Unlted States (Government for a speclal
class of private individuals and the creation (too soon after the postal
banks) of another Government savings-bank system, absolutely un-
nmmg and fraught with grave dangers because of wrongful combina-
tion with long-term o tions. The bill is so bad and faulty that it
would not have the xé':?tl of a_chance in Congress were it not for the
fact that a presidential eampaign is near.

The bill includes in its plan such incompatible elements as Federal
and private.land banks, cooperative assoclations, so called, and various
kinds of mort:glzin{; institutions, whether organized under National or
State laws. The latter, however, by the adroit wording of an apparently
insignificant clause, must have capltal stocks. - This deprives life in-
surance companles, mutual savings banks, and buildlng and loan asso-
clations . (which are wlthout capital stock) of the tax exemptions,

rivileges, and benefits of the system. The obvious purpose of this
oker is, of course, to place these grentcst of mortgaging concerns at
a disadvantage as competitors with the new Government institutions
to be formed, s d
- This complicated and disorderly system would be, in fact, 2 burean
of the TrmurgeDeﬁrtment. supervised and directed by a board con-
sisting of the Secretary of the Treasury and four other appointees of
the President and Senate of the United States, and ng both
executive and judicial powers, with the right to regulate interest rates
under a prescribed maximum, to take away charters granted by it, and
to dissolve the land banks and assoclations without intervention of the
courts. No agpenl would lie against any of its acts, its anthority being
autocratic and supreme, subject only to the general control of Congress.

The provisions relating to private land banks and mortgage institu-
tions organized under State laws and existing national laws are ap-
parently an afterthought, i perhaps as a sop ‘to bankers and
mortgage men. The{ are imperfectly worded, however, and have tangled
up the ‘l;t:uposed system so badly that they satisfy nobody. Their effect
would to confuse Government intervention with private enterprise,
and to allow companies conducted for gain to enjoy tax exemplions
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and to operate with free or cheap money supplied b,
This defect ought to be sufficient in itself to defeat
The Federal land banks for which the bill

the start of this State-aided and

mort:ngl.ns and savings-bank system.

many more such banks as it deemed advisable, These

have exclusive districts and capital stocks of at least $500,000 aplece,

eapable of indefinite Inerease., The United States shall appoint the

first directors and all the appraisers and i orﬂerul by the

bureau the United Btltaa mnst teENSY the minimumu ca linclu
tates may require hxnks to

and $£6,000,000 a year.
serve as Its depositories aml ﬂnancial agents.

The bonds shall be instrumentalities of the Government of the
Unitod States. They shall be prepared by the Socreta.ry of the Treas-
ury and the Cnmptroller of r.he Cm-rency, and the, be issued only
upon the approval of the bureau and when coun ed by its ex-
ecutive officer and secured by mortgages valvated g public appralsers,
selected by publie flmcliimaries and trusteed lie regi.sh'l.rs.
The bonds shall be lawful investment for pnhlic aml ﬂd funds,
for deposits of the postal banks and for funds of R.eserve
Bystem, and may be used as security for short- term pa.per d,lacounmhle
through that system.

The nsmia ons for which the bill provides can be formed only by
the ?ermission of the bureau and of the Federal land bank of the
district. The incorporators must be applicants for loans from such
bank, and tender mortﬂfes aggregating at least $20,000 executed and
recorded in its favor though designated as cooe?emtlve. the associa-
tions are net cooperative, for the reason that th directors and offi-
cers may be nonmembers, that their loans can not be made except
with the consent of public functionaries, that the profits of the system
to which they belong gehe distributed among outsiders, and that
their dissolution can not effected at the will of the members. The

the United States.
e bill,

vides would be but
-term

¢ been formed in a
district the:r my oln with the United States in elef:tlng the directors
of the Federal bank. No other stockholders in such bank shall be
entitled to vote

.uanlfestl_v this is far from being a land-credit system. Resting upon
the th and honor of the Unlted States, it is machinery for
uikiliy the cantnc fhe i of e Goracmmdat 2nd fo dfing o

& and gran rticu of priva

ividuals., Its purposes are so t its facilities would be
useless to the great ority of the farmers. Nobody belleves that
establishment of such Federal land banks would be constitutional,
framers admit the uneonsutntlonallt! by departing from a troe
credit aim and b such banks to be depositories and finan-
einl agents of Up(;ted tes and components of a Govenrment
savings-bank system and by making the bonds the credit instroments of
the United States Government.

Senator HOLLIS promises that these clauses would be a dead letter.
But this legerdemain renders the proposed -m— doubly dangerous and
unjust, because, while Iullin, e taxpayers a false g of se-
curlt_v. it would make the nited States the 31n.unto r in !m_-t of the
d ts, savings, shares, and bonds of the system. Investors would
not bother themselyes about the mo or borrowers. They would
look to the United States Governmen the return of their mnmy,
with every logical and legal right to do so, and all land-credit featur
of the system would disappear.

Congress and the mp c have miled to ufrup the full significance of
this Hollls bill and ppalling exten the State ald to be granted
and the liabilities to be incurred under it by the United States. Misled
into believing that the pro is cooperative and would be man-
aged by the farmers at their own risk and expense. and decelved by
pssurances that only 12 Federal land banks are to be established, that
the shares of the United States may be withdrawn, and that only

are to be advanced a gear out of the United States Treasury,

they have closed thelr eyes to the fact that a use of Government cash
dy Government credit is mntempia.ted for private purposes on a scale
never attempted in any other coun
% Tlhgamxl eﬁemptions to bﬁ cclot;d el nnpar:‘p.eled. Every Federal

n and every association, its ea; stock res, FESErves, us,
and income, to ther with the bonds of the Federal land banks Wthe
mortgages of the private land banks, shall be e:mmpt from F
State, municipal, and local taxation, except taxzes on real estate. The
exemption of mortﬁsgu when used as aectrritr for bonds is not objection-
mble, gince it wonld prevent double taxati

But to exempt bonds, shares, and d:podts wlthout limiting the amount
n the hnnds or name of one person, as in the Hollis i?l.‘ can not be
ustified, because it would relleve trmn ta:mtinn the wealth of those who
ATE DO the intended beneficiaries of the and ﬂm,ply shift the
inevitable burden of taxes to other kinds of real and personal property.
The object of this total tax e!em tion !sa of course, to divert funds from
existing savings banks and bull loan associations and, If
gible, to put these private mut and cooperative concerns out of

usiness
The 88.000000 of 22 &er cent money which the bill calls for would E

favors to a
restricted

a very m!nor part o eventual investment of the United States
system. e Becretary of the could deposit un-
llmlfed sums at the ume lofw interest rate in the eral land ban
The bureau could establish hundreds of Federal land banks, if it ch
and com the United States to supply the minimum 1 stocks
all by su bing to shares ylelding no divldmdu And this would but
n the wg fm- still further outlﬁ; by reason of certain remarkable
uses which would rive the eral land banks of most of the
(msh profits and requlr he United States to stand for practically
all the losses of the assoclations and to put $1 into the system for every

20 of loan: de
/ This ut:uuding result would come from the peculiar and imprac-
ticable arrangement whereby an lsmciatlon&-if r& need money for

current may borrow the same eral land bank, to
be pald back only from dividends belonging to on.

the tl i tnu:tst m%u for shares in thehf- Federal I.nnd

up to per cent of an h‘om 'or making loans
their members. The ass. -4 ttan- shall, in their turn, require m

tions for their own shnres by borrowers up to a like pereent;ge

loans.

Then comes the joker, which is that the borrowers could com
Federal land banks to advance them the money necessary for buying
thelr ohligatory shares in the assoclations and for meetlng all the costs
of the loans. The United Btates would, of course, this burden
upon fitself, becanse private investors d not ﬁe g0 benevolently

inclined as to tolerate the use of their funds by farmers for buying

m and meeting deficits in the associations of an experimental
In this roundabout and absurd way the fits, reserwv and sur-
plnmotthg!eduﬂhnﬂhnhwoﬂdh%mec:’e&un the
?nemandmeetm;themmdlmud!tshndnm The United
tates would have to supply all the initial share tal of the asso-
ciations, as well as the capital stocks of the land while any

ual member, however humble he be in private life, could force
theummd&testoputvptltwmlmutmomdethmm

the tem.
&mthvcapstoneonthlssmt aided and cenirally con-

t mmm. The posslble drain on public resources u
inmlmhbl Benator H in k f with his designs, has very
properly taken the loek ti:e doors of the Unlted States Treasury
and the tax ex ts
bility of all the land

Government, in order to pl& the never ing and continually in-
creaslnlg demand for mnds owever, if State aid must be ted
it would be far better for Congress m appropriate fixed ann sums

for ving bonuses to rural landown to involve the credit of
nited States indefinitely t.hremgh the indirect, cumbersome, and

ve way ¥ the Hollls bill.
n order to allay nlarm Senator HoLLis assures the public that the
connection of the United States with the pro) system would be
only temporary. - But a fair mterpretaﬂon ot t 'Ll] constra.ln.s us to

construe these assurances sense, True,
there is a clause provid forthered{' Utedstntu
eral land banks, Irut lt is nullified by other

g a stockholder in the B
is to begin when the ho! utotherparttumonnt
SMOOOD but only one-fourth of new ptions are to be used
for the purpose. The $500,000 would probably come trom the obliga-
tory shares of borrowers, and so represent the initlal $10, of
loans., Such shares must be E.leds'ed until the loans be fnll: pald ;
this could not be éean be 36 years. The
capital stock must be us, at one-twentleth at
least of the bonds iIn d.rcn]nﬂon. while mo bonds could be recalled

berore 10 years date,
In the face of these lncnnaistenciu and of enormous liabilities piled

t's retirement

m theﬂzistem the Government's t hecomes a remote and
t which could hardly be exercised with honor.

ckholder or not.
t from the

system

be recelved by a Fed-
r of one share of its capital stock. The
shares shall be $5 aplece, withdrawable under rules garucribed ei‘.:rl the
bureau, and may be ﬂtxwtlimdtutonumbert.{muy 1,
firm, moclatlon‘ rpnratlnn. or the Government of the United States

fonowh:s ts of
eral land bank from the holde

or of & Smte its of an)r amount for to its Feder
landtsldbe.nl: be received by am assoclation from anybod:r member or
outsider

ot ‘5 '.lI‘he shares othean assod:itlun tare ug.so vgthd:a:enrbl& and
o aplece, and may issued without limit as num! any,
.I‘ meuse of the withdrawal right, the shares are tplx time-
depoalt certificates. The de ts received may oonlist of current
o ras the. Hollts il plans to g ""“’: this Tong term gin

s the Ho 1 p! ve to this lon mo A

- aid from Governm Haance 16 with short-tim

dir nt to ce i
and even demand de llc ud rlvate sources,
TheSccutxryottha t.hn!‘ eral land banks
all the eash which the Unlted Btates h on

States and private
concerns and individuals could 4 t ln snch banks all their funds and
relleve them from every kind of

tsem

There is no fo the
amount that might be attracted b tl::ls total tax exemption and the
promise of Federal functionaries in t rates. In his
report Senator Hollis revels in the dream of a never-ending flow of sav-
ings and depesits. Exulting over the enormous possible supply, he

sa

'Eslt includes the ordinary sa of the school-teacher, clerk, min-
{ster, and wage earner; the s of life insurance in fhe hands of
widows and other beneficlaries ; funds belonging to estates, minors, and
wards In chancery in the hand': of e:ecntors. guardians, and trusteea
funds of insurance companies, and socleties of

kinds ; endowments of co and other mstitn-

tionw ' and assets to be tnvm recelvers, courts, and Governments.”
gregate of these has a vnlne exceeflte{lthat of all farm pmﬁ

erty, uaﬁ its annual Inmme is ture, whi

of agrieul
it ts more ere are farmers in the United States
Hnr:‘l?mthjs vast 3‘3?& is already lent to farmers or Invested for bt‘fjh:

benefit of agriculture. ps there is not one intelligent
rower from these conma e, considerate, and lenders
who would not say that the terms and interést rate on his loan are

Moreover, thsomdthhweﬂﬂlmmntent

m&er cent a year.

mtthmfamm I.l)weizheda.n
consulted before legisla

e n‘% 1'».&5»&1:::1:!]!!.‘l_l
ou, normally
Justice and wisdom

the parties most interested ﬂe&
thBut tm. Hlllu "l!r!th mdon er;ht!:llhe beeca: a.?ln{llgg
e ew

ogersummerlanlmnup ﬁperemtot{hemeornamu
m-m for one of four specific purposes, under an agreement wou

revent him froem makin % zments for five years; that might obli
g.im to live upon and cultivate t mm;apswd pem and not to sell it
or obtaln any more mone, on it for years; and that would im
double or un m!ted Habili lmpmlly oxnlllunsmldetoo her
borrowers. building and lean and th

coopera o
mutual and o hcr kinds or savings banks, now hx\rln 14 915,104 mem—
bers and X3 355 413015 of the wealth that the S miur £ ab-

ot friendly, because they realize tha thad: very axhltenm

would pardized by the total tax exemptions u-
muuurépermttor sums, large ormn,mhhnewmxﬂtu
For ke reason op tion is in; amnnli the tra.tmal nrdm
and H !e lumnce with members and assets.
The £ eﬂm Federat of Laber also resolutions contrary to
the Holll gﬂ lans, evidently because it es that if Government boun-
ties are to be distributed they should be enjoyed by the industrial work-
muﬂnubzth e tiller of the
De tors an lnwstm are not evinelng any keen desire to subseti-
tute their present hol for 10 years and by
shares whi e losses of innumerable associations

ch must stand 3'aud for th

Farmers do not like the idea of immobilizing 5 per cent of their loans in
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their taxes increased in order to finance the
Senator’s grand back-to-the-land movement. So complaints are arising
on all sldes against the Hollis bill.

The fact is Senator IoLLis has shot beyond his land-credit mark and
become a social reformer, moral uinlttter. and an agrarian of the old
Populist sort. [Iis benevolence and enthusiasm have colored his vision
in respect to economics and finance. He is not trying to mobilize land
values ; he is trying to subsidize the farmers. In framing a bill for this
purpose he has copled clavses in European laws enacted for the lowest
and most ignorant peasants and then added other clauses which violate
basic principles by an attempt to combine cooperative assoclations with
joint-stock companies and to use savings and de&%s.lts in long-term opera-
tions through a system alded and controlled by vernment,

The scheme is so impracticable and the benefits offered to the farmers
are so slight that the gquestion may be seriously asked if the creation
of Government banks for savings and deposits is not now the main object
of the bill. Some foreign nations, with centralizing and socialistic tend-
encies, have supplied the financial needs of state in part by estal;llshlnﬁ
such institutions and restricting their Investments to Government stoc|
and bonds. The program of the present Democratic administration em-
braces enterprises of a private nature to be done by the United States
Government, The more funds the Government can bring under its con-
trol the more readily these enterprises can be undertaken. 'The Hollls
bill points the way.

such shares and of havin

Myrox T. HERRICK.

CLEVELAXD, Onrio, April 21

[The Sun, Monday, April 24, 1016.]

I want to vepeat that I have read these criticisms of this dis-
tinguished banker and this earnest student of the question of
rural credits, because I think they are a very valuable contri-
bution to the discussion of the pending measure.

Mr, HOLLIS. Mr. President, the first argument advanced by
the distinguished Senator from Ohio [Mr. Harpixa] against the
pending bill is in the form of a query, asking what reason there
is for pressing a bill of this nature. The reason is found in the
three national platforms of the campaign of 1912—the Demo-
cratie, the Republican, and the Progressive—all declaring in
favor of a rural-credits bill. This bill is in response to the
promise that was then made and in response to the needs that
made those pledges necessary.

I have no quarrel with anyone who thinks that a bill of this
kind is not needed. Anyone who thinks it is not needed ought to
vote against it. I believe, however, that nine-tenths of the Mem-
bers of the Senate believe that the bill is needed.

The letter that is signed by Gov. Herrick—and I have not
the least idea -that he wrote it—is one that has become very
familiar to me, because it has been sent to me in one shape or
another every two or three weeks for the last year. Gov. Her-
rick takes the very conservative. " standpat™ attitude on this
subject. He thinks that the National Government ought not to
interfere in any way in the banking business. He himself is the
head of the Society for Savings in Ohio, the largest savings
bank in the State and the largest loaner to farmers. Doubtless
Gov. Herrick prefers not to be interfered with in his savings-
bank business, and with that I do not quarrel.

Mr. DILLINGHAM and Mr. HARDING addressed the Chair.

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield, and, if so, to whom?

Mr. HOLLIS. I yield, first, to the Senator from Vermont,
and then I will yield to the Senator from Ohio.

Mr. DILLINGHAM. Mr. President, I simply wish to ask the
Senator from New Hampshire whether either of the political
platforms to which he refers indorsed this plan of Government
aid; and, if so, which one? i

Mr. HOLLIS. In the first place, this is not a “ plan of Gov-
ernment ald.” The bill has been more severely attacked because
it is not a Government-aid plan than because it is so. It has been
attacked on both sides; and, as I have tried to explain to the
Senate, it gives Government aid in the sense of establishing a
system and furnishing the initial eapital, but later withdrawing
the initial capital after the system shall have been built up.

Mr. HARDING. Mr, President, I think I ought to say to the
Senator from New Hampshire, who suggests the selfish interest
of Co!. Herrick in this matter, that the Cleveland Society for
Savings, which is the largest institution of its kind in the world,
is distinetly a mutual institution, in which there is no private
stockholder and no selfish interest to be served.

Mr. HOLLIS. I am very well aware of that; but no doubt
Gov. Herrick, if he is fit to be the head of that institution, wants
it to flourish, and he would be very sorry to see any part of its
business taken away from it. I do not think that is selfish; I
think it is moderate self-protection.

Mr. McCUMBER. Mr. President

Mr. HOLLIS. I yield to the Senator from North Dakota.

Mr. McOUMBER. Is it not a fact that Gov. Herrick has for-
mulated a rural credits bill that has been printed as a publie
document and that he has written a whole volume upon that
subject explalning it? I think probably every Senator has re-
ceived a copy of his work on rural credits. I simply ask that
question to meet the proposition of the Senator from New Hamp-

shire that Col. Herrick was selfish in the matter and probably
did not wish any character of rural-credits legislation.

Mr. HOLLIS. Mr. President, I am very glad, indeed, to an-
swer the Senator. Mr. Herrick did not write such a book as
the distinguished Senator from North Dakota suggests., That
book was written by a young man named Ingalls, a son of the
late Senator Ingalls. His name is Ralph Ingalls, His name
appears with that of Gov. Herrick as coauthor., I have no doubt
he wrote substantially all the book and that Gov. Herrick lent
his name to it.

As to a rural-credits bill having been drafted by Gov. Her-
rick, that is the first I have ever heard of it. If such a bill has
been prepared, I have no doubt it was drawn by this same Mr.
Ralph Ingalls,

Ever since the joint committees of the Senate started this
proposition Gov. Herrick has been bombarding them with com-
munications. I have received at least half a dozen from him,
with the request that I reply and criticize. The fact is that he
is opposed to the Government going into the mortgage business
itself or giving franchises to any banks to go into the business.
He believes that the rural-credit business should be handled by
the States, and he gives his reasons for so believing,

The letter which was just read by the distinguished Senator
from Ohio [Mr. Harpina] is practically the same letter that
was introduced by the Senator from Massachusetts [Mr. LobGk]
in the Recorp of yesterday. It is all found fhere. It contains
rather a hysterical attack on the pending bill, a great deal of
misinformation, a tremendous amount of misinterpretation, and
some sound advice. In the first place, he says there are incom-
patible private banks and cooperative associations. That has
been fully explained to the Senate. All over Europe private
banks exist side by side with cooperative banks. Each fulfills
its own special mission; each is successful. They compete with
each other. In framing this bill the joint committee felt that it
would be presumptuous to try to impose on all parts of the
country any one of the systems. The committee has, therefore,
provided that there may be joint-stock banks, cooperative asso-
ciations with a limited liability, and cooperative associations
with an unlimited lability. If we had provided any one system,
Gov. Herrick would doubtless have attacked it and said that we
ought to have provided the other two. When anyone is opposed
to a measure it is easy enough to get up an argument that sounds
convineing, Whether or not it is convincing, however, depends
largely upon the intelligence and information of those to whom it
is addressed.

Gov. Herrick speaks of * jokers,” and points out two provi-
sions that he ealls * jokeis.,” The first one that he calls a
“ joker ” is the tax exemption. There is no joke about that. It
is put right in the bill flatly; attention has been called to it in
the report of the committee; I have called attention to it on the
floor of the Senate; and there is no “ joker ” about it. A man is
either in favor of exempting a farmer of taxation on mortgages
or on bonds, or he is not. Each one will have to decide that for

‘himself. It is a very fashionable way, if yon want to ridicule

anything nowadays, to call it a * joker " ; but that does not fit
this particular case.

Mr. TOWNSEND. Mr. President, does the bill which the
Senator from New Hampshire has reported exempt the farmer
from taxation, or does it exempt the man who owns the mort-
gage or the mortgage-loan bond from taxation, which may not
be held by the farmer? .

Mr. HOLLIS. It is the mortgage itself and the bond itself.
As I explained the otlier day, experience shows that where the
farmer borrows money on his farm and the mortgage is taxed,
the farmer has to pay enough more interest on his mortgage to
pay that tax. Any economist will admit that. Here we have
the land which must pay its taxation locally; we have the
mortgage; and we also have the farm-loan bond. If the farm-
loan bond is taxed and the mortgage is taxed, the farmer will
have to pay those taxes in addition to the tax on his land, which
would be triple taxation.

Mr. BORAH. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield to the Senator from Idaho?

Mr. HOLLIS. I yield.

Mr. BORAH. Is it not true, in line with the suggestion of the
Senator, that in most of the States farm mortgages are exempt
from taxation?

Mr. HOLLIS. It is so in many States. In my own State any
mortgage on land owned in New Hampshire is exempt if the
rate is 5 per cent or under. The result of that is that all money
loaned on mortgage in New Hampshire is at 5 per cent, and [
think that is generally the case, but I can not say accurately,
beeause I have not examined the laws of all the States.
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Mr. BORAH. I do not know that it is true entirely through-
out the country; but I know that a great many of the States
exempt such mortgages upon the theory that the tax can finally
be transferred back and charged to the farmer.

Mr. POMERENE. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield to the Senator from Ohio?

Mr. HOLLIS. I yield.

Mr. POMERENE. I regret to say that what the Senator from
Idaho [Mr. Boran] says is generally true; it does mot apply to
the State of Ohio. Unfortunately, in that State we have had for
years double taxation. All our property, real, personal, .and in-
tangible, is taxable according to a uniform rule under the con-
stitution. We have tried repeatedly to get rid of it, but up to to-
day we have not succeeded. So if a $10,000 farm has upon it
an $8,000 mortgage, under the constitution of the State of Ohio,
the farm pays a tax according to its real value in money, and the
mortgage must be returned for taxation ; so that in that instance
there would be taxes paid upon $18,000.

Mr. HARDING. Mr. President——

Mr. HOLLIS. I yield.

Mr. HARDING. It will only add information on the subject
to say, in addition to what my colleague has just related, that in
Ohio we tax all onr municipal bonds, and we have repeatedly
submitted to the people of the State a propesition to exempt such
bonds from taxatien, but the rural vete in particular is unalter-
ably against such a proposition

Mr. POMERENE. Perhaps "I should add to what my col-
league has just said that we did some years ago adopt an amend-
ment making municipal bonds nontaxable, but within three or
four years thereafter another amendment was submitted under
which that provision was rescinded, and they are now taxable,
as my colleague says.

Mr. HARDING. And, in addition, two later attempts o ex-
empt them have failed.

Mr. POMERENE. I think that is true.

Mr. HOLLIS. If such is the state of the law in Ohio——

Mr, SUTHERLAND, Mr. President——

Mr. HOLLIS. Just a moment. If such is the state of the law
in Ohio, that the bonds will be taxed, the mortgages will be
taxed, and the farmer’s land will be taxed, so that the farmer
will pay triple taxation, I venture the predietion that under
this gystem, if the bill is passed, the land banks would do a very
substantial business at lower rates than now exist in Ohio.

Mr. CUMMINS. Mr. President——

The PRESIDING OFFICER. Deoes the Senator from New
Hampshire yield to the Senator from Tewa?

Mr. HOLLIS. 1 yield.

Mr. CUMMINS. Is it not. true that under the plan of this
bill the only way in which the farmer gets the benefit of the
exemption of the bonds and other securities from taxation is
through the assumption that the interest on capital will be re-
duced by the amount of the exemption?

Mr. HOLLIS. Certainly.

Mr. CUMMINS. What does the Senator think of the present
situation? There are some States in which capital, moneys, and
credits are not taxed at all. There are other States in which
there is a definite tax much lower than the ordinary rate of taxa-
tion laid upon moneys and credits. If, therefore, we get our
capital from a State where it is exempt from taxation, why
should we not get it at a lower.rate of interest than when we
zet it from a State that imposes a tax upon it; and is the Senator
at all sure that the exemption from taxation will be reflected
in the rate of interest which the farmer pays for his loan?

Mr, HOLLIS. I am absolutely sure of it, and every economist
who has written on the subject will so state. That has been the
result in my own experience. I know that in New Hampshire,
when mortgage loans were exempt from taxation, when the rate
of interest was not more than 5 per cent, the rates dropped on
such mortgage loans to 5 per cent almost at once.

Mr. CUMMINS. That is not my conclusion from the study I
have given to the subject. If we had a uniform rule through-
out the United States in regard to the matter, the conclusion
might follow, or it might not, depending upon the demand for
money ; but, with no uniformity respecting the taxation of capi-
tal, I question very much whether the result would follow.

Mr. CURTIS. Mpr. President—

Mr. HOLLIS. If the Senator from Kansas will pardon me,
I should like first to answer the Senator from Iowa.

Uniformity under this plan would extend over the United
States, because all mortgages and all bonds under this system
would be exempt from all taxation. Therefore, in States where
there was that exemption from taxation on the mortgages and
the bonds, the farmers would already be getting the benefit of the

low rate of interest. Possibly in such States the land banks
established under this system would not be able to much under-
bid the local banks, but in States——

Mr, CUMMINS. Mr. President—

Mr. HOLLIS. If the Senator will pardon me—but in States
where there was a iriple taxation , I think the banks
organized under this system mnldhnrdlytaﬂtogivenconsld—
erably lower rate of interest than the local banks now give.

I now yield to the Senator from Iowa.

Mr. CUMMINS. But I was suggesting, if the Senator will
allow me, that in Towa, for instance, if we borrow money from
one who lives in a State that exempts credits from taxation we
do not get the benefit of that exemption.

Mr. HOLLIS. That is true.

Mr. CUMMINS. And, inasmuch as I assume that this system
is not intended to be a substitute for all the loaning instru-
mentalities, I doubt whether our farmers would get any benefit
from the exemption under this system.

Mr. HOLLIS. The Senator is mistaken in one particular, if
I correctly understand him. He says that if the owner of capi-
tal lives in a State outside of Iowa which exempts money
loaned at interest from taxation, and that owner should loan
his money in Towa, Towa would not get the benefit of it. I
think Towa certainly would, because if the man did not have
to pay taxes at home he conld certainly afford to loan his money
at a lower rate in Towa.

AMr. 8. ‘That is the fallacy of the whole argument.
The man who has a mortgage that he is not compelled to pay
taxes upon will not give the borrower the benefit of that ex-
emption from taxation if he can loan his money at a greater
rate of interest; and he can loan his money at a greater rate of
interest if his rival loaners who must pay taxes charge a higher
rate of interest. No man who has money loans it at any lower
rate of interest than he is compelled so to do under the laws of
competition, I think.

Mr. HOLLIS. That is true; but the level rises or falls, ac-
cording to the tendency of money. If money is in plentiful sup-
ply at a cheap rate, the rate will go down; if money is scarce,
the rate will go up. Now, if there are enough men who have
money tax exempt to lend, the rate will inevitably fall; if
there are very few, they will not affect fhe market. That all
depends .on how great is the supply. Under the present bill we
expect to have the supply plentiful enough so that it will lower
the interest rate.

Mr. CURTIS. Mr. Presidenl:. I should Ilke to ask the Senator
in charge of the bill a question.

Mr. HOLLIS. I yield.

Mr. CURTIS. I ask if the residence of the owner of the mort-
gage does not control the guestion of taxation? For instance,
in a State like Kansas loans are made pmcﬁeally by loaning
companies. They sell the mortgages; and if a is pur-
chased by a man in the State, he pays taxes on it in the State;
but if the mortgage is sold to a man in Ohio or in Massachusetts
or in any other State, no taxes are paid on the mortgage in
Kansas, and it depends upon the law «of his own State whether
or not he pays a tax on it there.

Mr. HOLLIS. That is perfectly true. That is what I said in
response to the Senator from Towa.

Mr. WILLIAMS. Mr. President, if the Senator will pardon
an interruption, as shedding some light upon this, we had some
experience in Mississippi. Money was being loaned at 8, 9, and
10 per cent. The legislature finally, in order to encourage capi-
tal to come into the State, passed a law exempting from taxes
all loans at 6 per cent or under 6 per cent. Nearly every long-
time loan in the State of Mississippi since then has been re-
duced to 6 per cent; in fact, when a 6 per cent untaxed loan
comes to vie with an 8 per cent taxed loan, if you take the taxes
into consideration, it is better for the lender to lend at € per
cent ; he gets more net revenue. A great many people who were
loaning at even 9 and 10 per cent were willing to accept the
lower rate, because they do not have to pay taxes, and because
they do not have to be bothered with the tax collector, with mal-
ing out returns, and all that sort of thing. I think in all public
legislation less attention is paid than the matter really deserves
to the desire of men not to be bothered with having to make out
statements for taxing purposes. At any rate, the fact in my
State has been that nearly every long-time loan in the State has
been reduced to 6 per cent.

Mr. HOLLIS. Mr. President, I have discussed one so-called
“joker " which has been suggested by Gov. Herrick, and I now
desire to discuss another one

Mr. McCUMBER. Mr. Preaident. before the Senator pro-
ceeds to that, upon the matter of taxation of mortgages I should
like to ask him a question
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The PRESIDING OFFICER (Mr. MarTine of New Jersey in
the chair). Does the Senator from New Hampshire yield to
the Senator from North Dakota?

Mr. HOLLIS. I yield.

Mr, McCUMBER. Under the provisions of the bill no mort-
gage can draw a greater rate of interest than 6 per cent. There-
fore, no matter whether or not the mortgages and the bonds
are taxable in the hands of the purchasers, you could not make
that react against the mortgagor, because he can not be re-
quired to pay more than 6 per cent.

Mr. HOLLIS. But if you can not get the money in the first
place from a long-term investor at 5 per cent, you would not be
able to make any loans, because you could not get money to loan,
Unless we ean borrow the money on farm-loan bonds at 5 per
cent, we ean not borrow any, and therefore we will have none
to loan to the farmer.

Now, the other * joker ” that is suggested——

Mr. SUTHERLAND. Mr. President—

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield to the Senator from Utah?

Mr. HOLLIS. Yes.

Mr. SUTHERLAND. Before the Senator proceeds to another
branch of the subject, I should like to ask him a question about
the taxing feature. I agree with the Senator that, generally
speaking, at any rate it is unwise to impose taxes upon farm
mortgages, or, indeed, upon any kind of meortgages, because I
think that generally the amount of the tax is shifted to the
borrower, and it really amounts to double taxation; but I
wanted to ask the Senator whether or not he felt quite sure that
Congress has the power to exempt from State and municipal
taxation within the State mortgages which are of course a
species of property? I suppose the theory upon which the Sena-
tor proceeds is that the mortgages taken by the land banks
would be regarded as instrumentalities of the Government ; but,
if the Senator has thought about that, I should very much like
te have his view as to the power of the General Government to
declare to be a governmental instrumentality a thing which is
essentially private property and which the State, when that
species of property is held by a private citizen, can tax.

Mr. HOLLIS., Mr. President, that question was settled in 1819
in an opinion by Chief Justice Marshall, which is familiar to
the Senator, the case of MecCulloch v. The State of Maryland
(4 Wheat., 316). In that case there was involved the right of
the State of Maryland to insist that notes issned by a branch of
the United States Bank should be on stamped paper. The
State of Maryland undertook to collect a penalty for failure
to use stamped paper for that purpose, but the Supreme Court
of the United States, in a long opinion by Chief Justice Marshall,
decided that the Government had a right to incorporate a bank;
that it had a right to exempt the bank from taxation; and that
it had a right to exempt its instrumentalities from taxation. I
think that opinion covers the point fully. That case is the
authority under which the present national-bank act is sustained
}n the Tcg.se of Van Allen against The Assessors, in Third Wal-

ace, dT3.

Mr. SUTHERLAND. Mr. President—

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield further to the Senator from Utah?

Mr, HOLLIS. Yes,

Mr. SUTHERLAND. It has been quite a long time since I
have had occasion te examine the case which deals with the
United States bank legislation. My recollection, however, is
that the Supreme Court of the United States held that the State
was powerless to tax the franchize of the bank, but that it
had the power to tax its property.

Mr. HOLLIS. It was just the other way. It was powerless
to tax the instrumentality issued by the bank, to wit, the bank
note, That was directly involved; but I would rather not
argue that now. At some other time I shall be very glad to
argue the question with the Senator, and I will have the au-
thorities here; but if he will examine the McCulloch case, I
think he will see that it is exactly parallel with the case at
issue. I should like very much to finish my reply to the Sen-
ator from Ohio.

The second * joker " suggested by Gov. Herrick is that the
borrower is allowed to borrow enough from the land bank to
pay for his shares and to pay the expense of placing his loan.
That would include the expense of examining the title and draw-
ing the papers. There, again, if you want to stigmatize some-
thing, you call it a “ joker” or a “ pork-barrel " measure; and
Gov. Herrick has availed himself of that privilegze. But there
is no “ joker ™ about that. Here is the situation:

In order to have a sucecessful mortgage-bank system, it is nec-
essary to have a guarantee fund to take up the slack of the bad
loans, If you just loan the money on the meortgages, and then

put up the mortgages as security for an issue of farm-loan bonds,
some day there will appear a bad mortgage and you will not
have anything to take that eut of, because you have all your
mortgages up to support the loan, and when one drops out you
are just so much short.

Now, it is recognized all over this country and in Eunrope that
in a land-mortgage system you should have a guaranty fund of
b per cent. You may call it capital. We do in this instance.
In this case we have te have a 5 per cent capital, 5 per cent on
the amount of eur mortgages, 5 per cent on the amount of our
bonds. The Government starts out the 12 banks with a capital
of $500,000 each, but that wounld not be enough to support mort-
gages and bonds of over $6,000,000 each. Therefore we must
have some way of getting additional eapital in order to impose
an issue of bonds upon it, The only way to do that under a co-
osﬁrative system, as this is, is to get it from the borrower him-
self.

The first bill, which was drawn two years ago, provided that
the stock of the local associations should come from private con-
tributors. Under that bill we had to call on private investors at
three points: First, to subscribe to the stock of the farm-loan
associations ; second, to subsecribe to the stock of the land banks;
and, third, to buy the farm-loan bonds. If we did that and were
successful—and it is very doubtful whether the investors would
subseribe for these three different classes—but if we were suc-
cessful, that meant that we weuld have to turn the control of
the system over to those who invested their money, because men
will not invest their money in something where they do not con-
trol the votes.

Therefore in the present bill we have avoided that. We get
from the Government the original eapital, and then we sell the
bonds to the investors so as to get more money to loan, but we
have the borrower himself furnish his own guaranty fund. If
he wants to borrow $2,000, he must take stock in the loan asso-
ciation to the amount of 5 per cent, or $100. We think that is
useful, beeause it gives somewhat of an index to the charaecter
of the man. The man who can not produce $100 In order to
borrow $2,000 probably is not a desirable man to have in a
cooperative system.

In the second place, by requiring him te take stock we secure
his interest in the success of the system; we get him interested
to make it a success, and we also get him to watch other ber-
rowers and see that cheap men, men who are not likely to pay,
do not come in. But when you say to a man, “ We will loan
you 50 per cent of the value of your farm,” and then reguire him
to put up $100, 5 per cent of the amount he borrows, teward
the guarantee fund, it is rather rough not to allow him to borrew
that $100 additional ; and under this bill we do. If he wants to
borrow $2,000, if he will send us the $100 to give us an index
that he is a man who can command $100 locally, then we will
permit him to borrow $2,100, and he can pay back the $100 he
has had to borrow out of it.

It did not seem to us that that was a “ joker.” It would be
a very helpful thing to a farmer who needed to borrow. In the
same way we have provided that he might borrow whatever
expense he had to pay to get the loan made; that is, for looking
up the title and having the papers drawn ; and it did not seem teo
us that we were doing anything out of the way in that regard.

But I am encouraged at this sort of criticism. When a man
of Gov. Herrick’'s standing and experience can net find anything
more serious to say against the bill than that it contains two
“ jokers " of this character, it shows that the bill must be pretty
tolerably sound. or he would not waste an 11-inch shell in going
after such small game.

Mr. SHERMAN. Mr. Presi —

The PRESIDING OFFIGER. Does the SBenater from New
Hampshire yield to the Senator from Illinois?

Mr. HOLLIS. I yield.

Mr. SHERMAN. I should like to make an inquiry.

In a land-bank district of the kind referred to by the senior
Senator from Iowa [Mr. Cuaramns], or some of the other
States where funds are capable of being found at a very fair
rate, say 5 per cent, and applications are readily filled, does
the Senator think that in such districts—which shall comprise
States, if I understand the bill correctly, witheut breaking the
boundary lines of States—a land bank would be organized be-
yond the minimum ameunt of capital? Or weuld it, if organized
with the minimum ameunt, be subscribed by private individuals
as an investment?

Mr. HOLLIS. I myself do net believe that private indi-
viduals will subseribe anything. If I had my way I would not
permit them to de so. I would have the Government put up
the $500,000 and then have it paid back as the eapital increased
from the borrowers. But the bill provides that the districts
shall be apportioned in accordance with the farm-loan needs
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of the country. Now, take a State like Iowa—ithat Is admirably
served; take a State like Ohio—that is admirably served. I
should think their farm-loan needs were not very great. I
should think that one land bank ecould cover that whole great
section where the rates are so low, and that would leave more
banks in the parts of the country South and West where the
rates are high and where they are more needed. That is my
own feeling about it.

Mr. SHERMAN. DMay I make a further inquiry?

AMlr. HOLLIS. I yield to the Senator from Illinois.

Mr. SHERMAN. In the event that the minimum eapital
for a land bank in a district of the kind just referred to would
be $500,000 and would be paid by the Government—which might
be assumed for the purposes of my inquiry——

Mr. HOLLIS. T think so.

Mr. SHERMAN. In another district, say a district composed
of Alabama and Mississippi, the eapital stock of a land bank in
that district would be solely within the diseretion of the farm-
loan board here at Washington, would it not?

Mr. HOLLIS. Does the Senator mean the limit?

Mp. SHERMAN. It might be $500,000, or it might be much in
excess of that?

Mr. HOLLIS. That would depend entirely on whether farmers
borrow money. Every time a farmer borrows money 5 per cent
would be added to the eapital. That is true.

Mr. SHERMAN. Suppose only a comparative small number
of shares were subseribed by private individuals. In that event
the Government would subscribe, and the Treasury here would
furnish the remainder of the capital stock in that district. In
that event, in the latter district named, the Government would
in reality furnish the funds for the loans.

Mr. HOLLIS. They would in the first instance ; but when the
subscriptions from the borrowers, the 5 per cent of the face of
the loans, amount to $500,000, then, beginning at that time, 25
per cent of all further subseriptions is paid over to the Govern-
ment until the Government gets it all back., If the system is a
sueccess, the Government ought to get it all back in two or three
years.

Mr. SHERMAN. I will make a further inquiry. It depends,
then, upon the success of the investment, does it not?

AMr. HOLLIS. Absolutely. It depends on how many loans the
farmers want on good land.

Mr. SHERMAN. And in order to obtain further funds it
would be necessary to deposit the mortgages and, under the pro-
visions of the bill, to issue what we commonly call another line
of debenture bonds based on the mortzages?

Mr. HOLLIS. Yes.

Mr., SHERMAN. In that event the land bank in the first dis-
triect I had in mind would stand responsible for every bond in
Alabama, would it not?

Mr. HOLLIS. Yes.

Mr. SHERMAN. Because, when the bonds are once issued,
the land banks of all the 12 districts are not only jointly but
severally responsible for them.

Mr. HOLLIS. Not severally; jointly.

Mr. SHERMAN. That is, if the assets of 11 of the district
banks were exhausted, and the twelfth bank had assets enough
to pay it, it would take all of iis assets to pay the bond issue,

Mr. HOLLIS. That is what I call * jointly.,” There is a
difference between “severally” and * jointly,” as the Senator
well knows. They would not be severally liable; they would be
jointly liable for the principal of the bonds.

Mr. SHERMAN. Does not the Senator think that that fact
alone, in all agricultural districts where land values have ar-
rived at a settled state, such as Iowa, Illinois, a large part of
Missouri, and similar parts of the Union, would deter private
individuals from embarking in a land bank by subscribing for
stock—the faet that their resources, so devoted to that pur-
pose, would stand good for the bonds issued upon the underlying
mortgages in every land bank in the country?

Mr. HOLLIS. No; I do not think so. I think they would be
deterred from the fact that they were asked to invest without
having any voting power. I have already explained that; but
in those distriets where the land is not so valuable the interest
rate charged would undoubtedly be high enough to make up for
that extra risk. That is why we have divided the country up
into distriets instead of having it all one great district. We
feared that if we had it all one great district the interest rate
would be fixed at the highest rate of interest which was required
to be paid, say, in the weakest portion; and, therefore, we
thought it should be cut up into sections so that the risks would
be substantially the same in each section, and the rate of interest
over o particular district should be substantially the same.

Mr, SHERMAN. Another inquiry, Mr. President, and then
I will close.

My, HOLLIS. T am very glad to answer questions if T can.

‘Mr. SHERMAN, Thercfore appropriations made by the
agency of this bill, to be drawn from the Treasury, in a Govern-
ment undertaking, are depended upon to lower the rates of in-
terest on these investments. Is that correct?

Mr. HOLLIS. I do not want to subseribe to its being an Gov-
ernment undertaking. It is a Government undertaking so far
as establishing the system is concerned, but that is merely for
the start, and we have provided that the capital advanced shall
be returned. If it is a success, it will be returned, but the Gov-
ernment is helping all over the country. That is the reply; and
in those sections where they need it most they will get the most
help. That is inevitable.

Mr. SHERMAN. And in that event, where we are now get-
ting 5 per cent money and no complaints, we contribute by taxes
or otherwise to the just rates in the second district that I have
supposed as an illustration?

Mr., HOLLIS, The Senator is now using the very admirable
argument which the junior Senator from New York [Mr. Wabps-
worTH] made on the good-roads bill the other day. I do not
think it is entirely justified, because the great vice of the mort-
gages in Illinois, as the Senator knows, is that they are not on
long term; they are not on amortized payments; the farmer is
not encouraged to pay them off. He has to renew every little
while. Lvery time he has to renew there are new papers to be
made out, new commissions to pay, and he still has the same
old debt owing. Under this system the chief merit is the amor-
tization loan feature, which will compel the farmer to pay off
the principal of his loan, almost insensibly, 1 or 2 per cent a
year. That is what we hope will be established in this country,
and I believe the State of Illinols will be very, very much bene-
fited by it.

Mr, SHERMAN. Mr. President, that is what I am trying to
ascertain. In certain areas—I do not refer to my own State,
but to many surrounding States where real estate values are
substantially the snme—there is little or no complaint about the
cost of renewing the loan, the preparation of papers, the exami-
nation of titles or the extension of abstracts. In such States,
where there are no complaints, where loans are now made run-
ning from 5 to 15 years, if desired—I know of loans now, in
business enterprises in which I have been interested myself,
having been made for 15 years with an option to pay any sum
at any time, providing the borrower makes it out of the land—
in areas of the United States where loans are in that condition
and where 5 per cent money is accessible at all times upon a
50 per cent margin of security, what advantage would it be to
have such a bill as this?

Mr. HOLLIS. I have just tried to explain that to the Senator.
If I did not convince him at the first attempt, I probably could
not at the second. I say that the amortized-loan feature alone
ought to be enough to induce the farmers of Illinois to go into
it, so that they will get their loan paid off a little at a time by
paying a small amount each year.

Mr. SHERMAN. I have just stated, Mr. President—possibly
I did not make myself clear——

Mr. HOLLIS. Oh, if the Senator eliminates all the advan-
tages, of course there will be no advantages; but I have sketched
the advantages that I think will follow. If the Senator eliminates
them one after another, I shall finally be left without any. But
I can not think that even in Illinois the farmers are so fortunate
now in the way their loans are made that they can not be helped
under this bill.

Mr. SHERMAN. Vast sums of life insurance money are
loaned in the States I have referred to where there are privileges
of prepayment at annual intervals. There are some loans of this
kind made from private sources, and it is the universal rule in
what we call the corn belt to give the prepayment privilege af
any time if the borrower makes it out of the land. I know per-
sonally of many millions of dollars loaned at 5 per cent, with the
prepayment privilege to the farmer, to be made at any time, pro-
viding he makes it out of the land. It is a better prepayment
privilege than in the case of any building loan on city property.
I am trying to ascertain if, to people living in such areas of the
United States, there is any inducement whatever to support or to
ask us to support the bill with the idea that any benefits will
come to that population?

Mr. HOLLIS. I am giving the Senator my private opinion—
that they will, and the great party to which he belongs thought
that, on the whole, such benefits would result, and declared in
favor of a rural-credits measure. Now, it may be that the State
of Illinois does not want it, and it may be that they would secede
from the Republican Party on that proposition, but I believe the
Republican Party all over the United States wants it, just as the
Democratic Party all over the United States wants it, and I am
trying to get the best possible bill for national application that
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we can get. It will not help them as much in Illinois as it will
in some States where the rate is higher, but I think it will help
substantially, for the reasons I have already explained. If
the Senater does not believe it will, he naturally will not vote
for the bill, but I hope there will be enough who will vote for it
to pass it.

Mr, McCUMBER. Mr, President, I desire to ask the Senator
Just one or two questions.

What inducement is there in this bill for the private citizen
who has -capital of his own to invest to inaugurate this system
and fo start one of these banks?

Mr. HOLLIS. There are bankers in South Dakota who have
been to see me and who say that they want to operate one of
the joint-stock banks as provided for in the bill. There are
bankers in Indiana who want to do it. The mortgage bankers
of Chicago have sent circulars asking to have certain things
put in the bill so that they can come in.

Mr. McCUMBER. I am not asking so much as to who wishes
to do it. I want to know the inducement that the bill holds
out to them so that I may understand it; and all of my ques-
tions will be for the purpose of getting.a better understanding
of the bill.

Mr. HOLLIS. Just the same inducement that there is for
the private capitalist to organize a national bank instead of a
State bank. Some capitalists think there is enough advantage
in having a national bank to come in under the national system
with the extra restrictions that there are. Now, we think it
will be an inducement to a capitalist who wishes to engage in
the mortgage business to organize one of the joint-stock banks
in order to be under the national system of land banks; and,
moreover, I think they will do it in order to get tax exemption
of the mortgages and bonds that they issue.

Mr. McCUMBER. Of course, Mr. President, when any man
goes into any kind of a business he goes into that business for
the profit there is in it. If I understand this bill correctly, all
the profits must lie between what the farmer pays on his
mortgage and what the bond draws.

Mr. HOLLIS. Yes.

IIr. McCUMBER. And that spread can not be more than 1
per cent.

Mr. HOLLIS, Not 1 per cent on the eapital, because the
banker ecan issue fifteen times the amount of his capital in
bonds; so he will get 1 per cent on fifteen times his capital,
which ought to be enangh.

Mr. McCUMBER. It is 1 per cent upon the mortgages that
are given under this bill.

Mr. HOLLIS. Yes.

Mr. McCUMBER. Then he must make all of his expenses;
he must build his bank building ; he must pay all of the charges
connected with the business——

Mr. HOLLIS. I do not see why the Senator says he must
build a bank building. We have 12 Federal reserve banks in
this country, enormous institutions, and not one of them has
built a bank building. They have very modest quarters.

Mr. McCUMBER. If they do not build it, they will have to
rent it, I presume,

Mr. HOLLIS. Yes.

Mr. McCUMBER. Which is practically the same thing.

Mr. HOLLIS. But the Senator's argument the other day was
that these banks which we provided would spend all thelr
$500,000 capital in building a bank building. I wanted him to
see that that is not probable.

Mr. McCUMBER. The point I want to get at is the real
inducement, and the methods by which the parties operating
the banks are to receive their profit. If I understand the Sena-
tor correctly, that profit must come out of the difference between
the 4 per cent which the bonds will draw and the 5 per cent
which the mortgage will pay. :

Mr, HOLLIS. That is absolutely accurate.

Mr. McCUMBER. And if the number of mortgages and the
amount handled were not sufficient to pay the expenses between
those two, then the inevitable result would be that that bank
would soon have to go out of business, would it not?

Mr. HOLLIS. There is no doubt of it. I will say, further,
that in Europe these banks conduet their business on a margin
of one-third of 1 per cent on the mortgages and pay dividends.

Mr. McCUMBER. They probably could do it if they had a
great quantity of them. The officers of these banks are to be
selected through the farming organizations, are they not?

Mr. HOLLIS. If the Senator will parden me, we have been
talking about the private joint-stock banks, which are separate
institutions. Now, the Senator is proceeding to talk about the
cooperative banks, which are very different. One is called the
joint-stock land bank and the other the Federal land bank, We
are now talking about the Federal land bank,

Mr. McCUMBER. I am speaking now of the Federal land

Mr. HOLLIS. Yes; I want that clear.

Mr. McCUMBER. The Federal land-bank officers are se-
lected through the loan organizations, are they not?

Mr. HOLLIS. Two of them are appointed by the farm-loan
bourd and three of them are elected by the farm-loan associa-
tions.

Mr. McCUMBER. My own opinion is that with the many
oflicers and the salaries and the immense machinery there will
not be enough to cover the overhead expenses that will be por-
vided ; but that is a mere matter of opinion.

Mr. HOLLIS. Right there, let me say that the Senator has
said that, but I can enumerate to him what they are and show
him that they are very slight. To begin with, there is the farm-
loan board. If it is established as the bill provides there will
be four of them paid $10,000 each. That is paid by the Govern-
ment. Each of these great land banks, with an initial capitnl
of $500,000, has only five directors, and that is all the bill pro-
vides.

Mr. McCUMBER. And what are the directors paid?

Mr. HOLLIS. The compensation of the directors of the land
bank is subject to the approval of the farm-loan board. Their
compensation must come out of the 1 per cent. Now, you can
not run any bank anywhere without paying for banking brains.
I believe it will cost something to run these banks. If they
are not well paid they will not be well run, and they will not
make any money. But you might as well ask me how the
Standard Oil Co., or any other concern, can make money when
it pays its officers liberal salaries. Take the banks in New
York: Some of those great banks in New York pay $100,000
salaries, and the men earn them. I do not know what it will
cost, or how much they will pay. They will pay just as much
as they have to pay to get efficient service, and I hope they will
get very efficient service and pay very well for it.

Mr. McCUMBER. I agree with the Senator.

Mr. HOLLIS, That is all there is to the Senator's criticism
that this system is loaded down with highly paid officials. That
is all there is to it; and if that is the best criticism there is
of the bill, I feel very much reassured.

Mr. McCUMBER. I will say to the Senator that my own
judgment is that if it can be made a profitable business to the
organizers of the bank, you can get men to go into it that have
the brains and the capacity to run the institutions; but you will
not get them to devote their talents to the purpose unless there
is n profit that justifies the exercise of those talents.

Mr. HOLLIS. That amount of profit is found in Europe at
one-third of 1 per cent, and I believe we can find it at 1 per cent
margin in this country. I may be wrong. If we can not, we shall
never know it until we try it.

Mr. McCUMBER. After the Government is entirely elimi-
nated, the stock then will be owned by the loaning associations,
will it not?

Mr. HOLLIS. That is true.

Mr., McCUMBER, When the stock is owned by the loaning
associations, they, of course, will have the management of the
bank?

Mr. HOLLIS. No: the Government will still have two of the
five directors, and they will still be under the farm-loan board.

Mr. McCUMBER. Although the Government may own none
of the stock, the Government can still exercise its control as to
who sghall be directors?

Mr. HOLLIS. Certainly; just like the Federal reserve banks,

Mr. McCUMBER, Must the directors be stockholders?

Mr. HOLLIS. It is not necessary; no.

Mr. McCUMBER. The Government may employ them any-
where it sees fit?

Mr. HOLLIS. Why, the Government will do exactly as the
Government does with the Federal reserve banks now. There
are nine directors for every Federal reserve bank. Six of those
are elected by the member banks and three are appointed by the
Federal Reserve Board. It works out splendidly. We get the
very best men all over the country to do that werk practically
for nothing. They consider it an honor to be connected with
one of these Federal reserve banks. There is a great push by
first-class men to get the appointments,

Mr. McCUMBER. I hope the Senator’s optimism is justified.

Mr. HOLLIS. It is not optimism; it is facts. I am stating
facts now. I am not dealing in speculation at all. T am stating
just what has occurred under a system that the other side of
this Chamber attacked much more viciously than they are
attacking this.

Mr, McOCUMBER. As I understand, the Senator wishes to
discuss this matter further——
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Mr. HOLLIS. Yes; but I am not particular. I expect to have
to answer a great many questions. I am on tap at any time.

Mr, McCUMBER. I will wait until the Senator has finished,
and then I will consider the matter to some extent.

Mr. SHEPPARD. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield to the Senator from Texas?

Mr. HOLLIS. I do.

Mr, SHEPPARD. Is not this stock also open to private sub-
seription?

Mr. HOLLIS. The stock is open to private subseription. If
I had my way, I would not have permitted it, however. I do
not think anyone will subseribe, because any individual who does
subseribe has no vote. I think the Government will take substan-
tially the whole of it.

Mr. SHEPPARD. After the Government stock has been re-
tired, private parties, firms, or corporations will still have the
privilege, as well as the farm-loan association?

Mr. HOLLIS. Yes; that is true; and one of the criticisms
made by Gov. Herrick is, because we permit the Federal land
banks to receive deposits from stockholders, that private indi-
viduals may subscribe, and thereby get the right to deposit
money with the land banks. I hope they will do it, and deposit
a great deal, because if they do they can not get one cent of
interest, and the bill so provides. If Gov. Herrick wrote the
letter that is over his signature, and if he has read the bill, it
was very unfair of Gov. Herrick not to state that these depositors
could not draw any interest; and anyone who knows that they
can not get interest would know that they would not deposit.
I hope they will. If they do, they will solve the whole problem.
We will get their deposits for nothing, and we will loan them to
the farmers cheaply, too.

He also says there is no appeal from the farm-loan board.
There is no appeal from the Federal Reserve Board. There is
no appeal from any one of these various boards, from license
commissioners, railroad commissioners, and so forth. You have
to have final judgment somewhere; and it is not necessary, every
time you want to get a loan, to go to the Supreme Court of the
United States. There will not be any disposition on the part of
the farm-loan board to erowd anybody or to rob anybody or to
discriminate against anybody. As soon as they do the one who
is hurt will howl, and his howl will be heard all over the coun-
try. The idea of having an appeal provided from the farm-loan
board arises from a hypoceritical attitude toward the system
from one who is an enemy of it.

He says that this is an instrument for turning the publie funds
over to the farmer. Anyone who heard the letter read by the
Senator from Ohio to-day would think that this bill provided
for making a loan of Government money to the farmer ; but that
is not so. We do not propose to loan Government money to
farmers at all, but to get long-term investors to buy our bonds
based on mortgages as collateral and then loan the money to the
farmers.

Mr. SHERMAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield to the Senator from Illinois?

Mr. HOLLIS. Certainly.

Mr. SHERMAN. I am greatly interested in the Senator’s last
statement. Does the Senator think that Government ecredit will
be used instend of Government money ?

Mr. HOLLIS. Noj; I know it will not, and that is the next
point I will come to. Gov. Herrick says the Government guar-
antees these bonds. It does nothing of the kind. There is no
Government guaranty anywhere in the bill, and that is one of
the things farmers complain of. They say the Government
should get behind this business and it ought to gnarantee the
bonds. If I had my way it would do it, because I believe person-
ally that is a proper Government function. I think the majority
of the Members of this body are against that. Therefore, this
is what is provided. I will have to lay a foundation before I
come to the point. As the Senator well knows, under the national
banking act every national bank is now a Government deposi-
tary. Whenever there is a panic or trouble in any particular
locality the Secretary of the Treasury loans Government money
to the bank in order to help out. That has been done in all parts
of the country. It was done right here in Washington., It
averted a great panie in Washington about two years ago. But
the Secretary of the Treasury can not deposit Government funds
for temporary use without requiring security, Government bonds
or otherwise. That is what the national-bank act provides.
Now, I borrowed that for this bill, and I take the full responsi-
bility for it. It is from the national-bank act, and it provides
that the Secretary of the Treasury may on the application of the
farm-loan board loan temporarily to the Federal land banks
not to exceed $6,000,000 in any one year, taking Government
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bonds or other good security of twice the value of the deposit,
with interest at-2 per cent. That is all the Government aid there
is in it. It is limited to $6,000,000 in any one year. It must be
loaned to land banks on the security of bonds or other security
satisfactory to the Secretary of the Treasury. That is all the
Government aid there is here. I wish it were more. I wish I
could get more, but I believe that is as much as I can get.

Mr. SHERMAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
Hampshire yield further to the Senator from Illinois?

Mr, HOLLIS. I yield further.

Mr. SHERMAN. If there is no Government credit used or
Government money beyond the sum stated——

Mr, HOLLIS. And the original contribution of capital. I
have stated that several times.

Mr. SHERMAN. It might be subscribed by the Government
in an indefinite amount under the order of the farm-loan board.

Mr. HOLLIS. No.

Mr, SHERMAN, What would be the limit?

Mr. HOLLIS. I think it would be possible only to have
$500,000 for each bank. It has never occurred to me that the
farm-loan board would authorize more than the 12 banks origi-
nally established.

Mr. SHERMAN. Let me put this query to the Senator: Sup-
pose in the second district, which I gave a moment ago, of
Alabama and Mississippi, to illustrate, the minimum ecapital
of the loan bank in that district would be fixed at $500,000.
There is no maximum in the bill as written, and does not the
farm-loan board have the right or the power to fix the capital
stock in the distriet of Illinois and Iowa, for instance, at
$10,000,0007 Is there anything in the bill to prevent that?

Mr. HOLLIS. Nothing.

Mr. SHERMAN. In that event the whole $10,000,000, or
$9,500,000 of it, at least, I think under the bill could be properly
transferred to the first district supposed and loaned there.

Mr. HOLLIS. There is no power in the bill which permits
the transfer of capital from one district to another as there is
in the Federal Reserve System.

Mr. SHERMAN. Not directly; but let me make a further
inquiry. The capital stock to be fixed in the land bank of the
district is in the discretion of the board; that is, the central
governing board has unlimited power in that particular.

Mr. HOLLIS. That will be controlled by the amount of loans
that are taken in the other distriets. After the first $500,000 is
subsecribed, then all the other increases come from the 5 per
cent received from the borrowers. That is automatic., It rises
with additional needs and it falls with them. That is not fixed
by the farm-loan board. It is fixed by the needs of the borrowers.
But assume that it is large, and I think it will be large in all
the distriets.

Mr. SHERMAN. Let me assume that in the one instance
money is a little more diffienlt of procurement and the rates are
higher, could not mortgages be written on application made under
the provisions of the bill through the national farm-loan asso-
ciation, say, in the sum of $10,000,000, to have some concrete
illustration? y

Mr. HOLLIS. Yes; probably several hundred million dollars.

Mr. SHERMAN. Then the money would be raised as soon ns
those loans are made by issuing bonds in the sum of $10,000,000,
which would be a charge on all the 12 districts of the United
States, including all the country. 1

Mr. HOLLIS. That is perfectly true. If we assume that we
have but one great land bank to cover the whole country, as
we would have a perfect right to do, and it has been urged by
many people, then the different sections of the country would
have to take their chances with all the other sections just as
they do under the bill. The Government sets them up in business
and requires that there shall be a universal guaranty all
around as a return for that. It is perfectly true, as the Senator
says, that a rich district might be called on to pay for a poor
district ; but the bank in the rich district may be badly managed
and the bank in the poor district may be called on to make up
for its deficiency. It is reciprocal.

Mr. SHERMAN. In other words, let me inquire, in the older
States of the Union and some of the Mississippi Valley States
north land values have been reaching toward their present
condition for more than 100 years. Agricultural development
has gone there during that time. In effect does not the bill
transfer a portion of our land wvalues or our accumulations
through the power of taxation and make an involuntary loan
so far as we pay direct taxes——

Mr. HOLLIS. I do not think so.

Mr. SHERMAN. Let me complete it—to the area where the

land values have not yet reached the level in the northern
Mississippi Valley countlfy that I have supposed?
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Mr. HOLLIS. We are dealing now with the question of
the liability of one bank to another. On that point, before one
district can be ealled on to answer for the default of another,
first, the capital, reserve, and earnings of the one land bank
must be exhausted; second, all the mortgages that have been
put up as the basis for bonds must be exhausted; third, all the
individual liabilities of farm-loan associations must be ex-
hausted; all the reserves and the capital of the farm-loan as-
sociations must be exhausted; and if the banks are properly
run and properly supervised, there is mo chance for a failure
such as the Senator indicates. If it does come, the Senator is
perfectly right that wherever it comes the people who have
loaned to that section on farm-loan bonds will be allowed to
zo on other sections that come in and get the benefit’ of the
system. There is no doubt about that. I do not try to conceal
it. I want the Senate to understand it. I do not believe that
you can make such a national system unless you have a broad
insurance.

Mr. SHERMAN. If what the Senator says is likely to be
worked out in practice both by the borrower and by the in-
vesting publie, will the Senator explain why such an investment
can not now be sold on the market at a fair rate?

Mr. HOLLIS. Very easily. In the first place, they are not
Government supervised. In the second place, they do not have
this broad Government insurance that I have outlined. In the
third place, there has never been in this country any cooperative
system with the individual liability of the cooperating borrowers.
Those are the three brief answers. The pending bill is to pro-
vide a system to give these facilities to the farmers on farm
loans just as we have given them to the merchants and manu-
facturers through the national banks. To accomplish this result
we recommend the system. 3

Mr. THOMAS and Mr. CLAPP addressed the Chair.

The PRESIDING OFFICER. To whom does the Senator from
New Hampshire yield?

Mr. HOLLIS. I yield first to the Senator from Colorado.

Mr. THOMAS. I merely wish to make a suggestion to the
Senators in view of one or two of the questions propounded by
the Senator from Illinois. Land values are not dependent upon
the age of the sections of the Union. There are many older
sections where land values are less than in some of the newer
sections, I think I am safe in saying that in such States as
my own, in Idaho, Utah, and adjoining States land values are
in places as high if not higher than they are in the generally
rich section of the Mississippi Valley. So far, therefore, as the
transfer of values in the operation of this bill is concerned, if it
becomes a law, there is an equation growing out of the desira-
bility of different sections as to differing soils and crops. That
would certainly equalize conditions and in any event make the
question of the transfer of land values comparatively unimpor-
tant in the operation of the bill.

Mr. HOLLIS. I now yield to the Senator from Minnesota.

Mr. CLAPP. If I understood the Senator a moment ago, the
resources of both the banks and the cooperative association
are involved in the payment of the loan made by either. Is that
correct?

Mr. HOLLIS. No; not as I think the Senator understands it.
The private joint-stock banks are organized for profit, and their
capital, which is not exempt from taxation, stands entirely by
itself. There is under the supervision of the farm-loan board
a cooperative system of 12 land banks with their subsidiary
assoeiations, : :

Mr. CLAPP. 1 so understood it, but I think if the Senator
will look at his remarks later he will see that possibly they
bear the other construction.

Mr. HOLLIS. Very likely. It is very easy to confuse two
characters of banks and to use the wrong word.

The point raised by Gov. Herriek’s article that there will be
numerous land banks formed I hardly believe is candid, but
if anyone has a fear that there will be more than 12 I per-
sonally should not have the least objection to having the num-
ber limited to 12. That was one of the question which was
up under the Federal reserve act, and we finally fixed on not
more than 12, and 12 were organized. I have not the remotest
idea that there ever will be more than 12 or any less than 12,
They very soon settle into their environment and the connections
formed are solidified, so that it is disadvantageous to give up
the bank with its connections and start another. But if that
criticism is made in good faith and anyone wants to offer an
amendment that the number be limited to 12, I shall be very
glad indeed, so far as I am concerned, to have it adopted.

Another suggestion by Gov. Herrick is that the capital is
advanced by the Government and will not be returned. If these
banks do a substantial business, it will run into the hundreds
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of millions. As soon as a bank has loaned ten million it will
have n new ecapital of $500,000. When it increases its loans
further, then 25 per cent of the new subscription will be re-
turned to the Government. It will all be returned when the
land bank has loaned $50,000,000. I should suppose the coun-
try will be divided into 12 districts, so that $50,000,000 may be
loaned in each within two or three years.

Mr. WILLIAMS. Fifty million dollars by all?

Mr. HOLLIS. No; $50,000,000 by each one. When you con-
sider that the farm loans already existing in this.country are
four and a half or five billion dollars, and we need only to have
1 per cent of the amount taken out on each land bank, it seems
very probable that the limit will soon be reached.

These points which have been submitted in a broadside
through Gov. Herrick’s letter will doubtless be raised seriatim
later in the debate by various Senators, and as they come up
one by one I shall be very glad to give my answer to them, such
as it may be.

Mr. McCUMBER. My, President, I am one of those who
favor a rural-credits system. I am in hopes that we may be
able to establish a workable one. I have given this matter con-
siderable consideration, and of one thing I have become satis-
fied, and that is that we can not inaugurate any system that will
give substantial benefit to the agricultural class without enter-
ing to some extent into the field of paternalism. I wish that we
could avoid it, but I am satisfied that it is impossible. I have
therefore drawn a substitute for the bill offered by the commit-
tee, n substitute that is simple, that is workable, that will cer-
tainly prove to be a success. It ean not be otherwise,

The bill that has been introduced by the committee is pa-
ternalistic in all its tendencies. The substitute which I will
offer does not avoid that criticism. The bill as it is proposed
requires the Government to invest $6,000,000 in a business that
may be profitable or it may not be profitable, according to the
operation of the banks and the conditions. If it Is a success,
the Government may get its money back. If it is not a suc-
cess, it is the Government that loses, and we who pay the taxes,
of course, pay for that loss. The Government is establishing
the institutions; the Government is creating the corporations;
the Government is officering the corporations and conducting
the business for a class of American citizens. Now, to do that
and to accomplish the ends that are sought, the committee has
reported what they admit is a very complex and a very cumber-
some bill. To my mind it is so top-heavy that it will not be
workable.

The committee has attempted to formulate a bill that will
reach the diverse conditions in the several sections of the
United States and apply with approximate justice to all. The
Senator from Illinois [Mr. Sarrman] has shown how it st
fail to work justly to every section. I shall submit a sub-
stitute that will apply justly, because it will not require the
Government to expend any money whatever except for a few
additional clerks in the bureau which will be created.

Let us suppose this condition: Suppose the Government Treas-
ury would buy up $100,000 worth of mortgages this year; that
the Government would take those mortgages, bearing 43 per
cent interest, payable in 5 or 10 years, the interest payable
annually ; that the Government would then issue its debentures,
bearing 4 per cent interest, payable in 20 years, with privilege
of redeeming in 10 years if it was found that the demand of
the country did not justify the continuation of this system.
Then it sells those bonds bearing 4 per cent interest. The Gov-
ernment then has immediately received the money back that it
paid for the mortgages it purchased.

Now, next year we will suppose that the Government takes
another hundred thousand dollars and sells another hundred
thousand dollars of debentures. This continues for 20 years, the
Government selling the debentures just to the amount of the
mortgages that it takes. The Government becomes the owner of
the mortgages. They therefore would not be taxable,

Mr. SHERMAN. Mr. President——

Mr, McCUMBER. The Government in selling its own bonds
can provide that they will not be taxable. I yield to the Senator
from Illinois.

Mr. SHERMAN. I am following the statement of the Senator,
and I wish to make an inquiry. Are those 4 per cent debenture
bonds the obligation of the Government or simply secured by the
undivided profits? .

Mr, McCUMBER. They are the absolute obligation of the °
Governmenf, and the mortgage securities which are owned by
the Government are held as the basis of the bonds. Therefore,
the Government has a dollar for every dollar it issues, and it has
n security valuntion equivalent to $2 vpon every dollar of the
mortgage which it takes,
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Now, you will see that by following that system the Govern-

ment puts itself in the position of a factor who has the property
in his own hands and guarantees the payment of it. The Gov-
ernment would receive one-half of 1 per cent upon the morfgages
to cover its expenses.
_ Under such a system as that there could be no guestion of any
difference in the rates between any one section of the counfry and
another. The rates would be 43 per cent to the farmer, no more,
no less. The farmer could pay off the mortgage under the pro-
visions of the bill which I have offered at the end of 5 years, if
he saw fit to pay it, or he could allow it to run the 10 years.

Now, here is a simple, easy proposition, unquestionably work-
able, because the moment the Government issues an uniaxable
bond for 4 per cent there will be any quantity of capital ready
to take up those 4 per cent bonds of the Government. Then I
provide that those 4 per cent bonds may be used in Federal
banks for the issuance of currency, absolutely as good a security
aitial}tfls possible to obtain, because it is the Government security

_ Under the bill which I offer as a substitute the Government
does not have to build a single other bank building. It does
not have any of these overhead expenses, It utilizes the na-
tional banks of the country now in existence. It utilizes every
State bank or trust company in the United States that is willing
to act as the agent of the Government. It has its officials
already in these banks in every town and village in the United
States. It brings the farmer to his own home bank to do his
business.

Mr, SHEPPARD. May I ask the Senator a question?

Mr. McCUMBER. Certainly.

Mr. SHEPPARD. Suppose the banks should decline to per-
form this service? _

Mr. McCUMBER. There are generally two or three banks
in every little town of 400 inhabitants in my State, and if one
should decline there will be others that would accept. I ean
not imagine that a bank would decline to act if it wanted to
have the business of the farmer, because the moment that the
bank declines to act for this customer the customer goes to
another bank and the first bank has lost that customer. That
fact would assure an agency in every town in the agricultural
sections of the United States.

Mr. SHEPPARD. What provision would the Senator make
for the examination of title?

Mr. McCUMBER. I will explain that,

AMr. CLAPP. Just a moment, if the Senator will pardon me.
I think at this time some Senators may not be familiar with
the proposed substitute. Making it clearer as to the willing-
ness of the banks to act, it is not supposed that the banks
take any responsibility except that of carrying, and surely
where they did not have any responsibllity imposed upon them
they would be very glad to perform the mere duty of com-
paring papers and examining them for the compensation that
is provided. I suggest to the Senator that to those who had
not read his substitute the question as to whether the bank
would act or not might involve the thought that the bank itself
was assuming a responsibility for these debts.

Mr. McCUMBER. Noj; all that the bank is responsible for is
good faith. ILet me just apply it to the practical method of
doing business. Suppose I want to make a loan upon a farm
in my State. Of course under the provisions of this bill I could

not have the advantage of it, and I could not have the advantage'

of it under the provisions of the substitute which I have offered,
because I am not living upon the farm and I am not doing the
farming myself, except through tenants and hired help. But
suppose I was an actual farmer, doing business as such, and I
wanted to borrow $5,000 upon a section of land. I would go
to the bank in my own town. The probabilities are that that
bank would be the agent for the Travelers’ Insurance Co. or
some other loan agency which loans a great amount of money
in my State. As a farmer, I would go to that bank and tell the
banker I wanted to make a real estate loan of $5,000. He would
draw up an application for me to sign. That application would
describe my land; it would show how many acres are under
cultivation, what was the assessed value of the land, what land
of that character was worth, the number of horses and cattle
and sheep and hogs and farm machinery that I would have,
the number of boys I might have upon the farm who could help
. me in operating it, After I had answered 40 or 50 of those
questions which are in the application blank, that banker, if
he did not already know my land—and the chances are a thou-
sand to one that he would know all about it in an agricultural
section of the country—would pass his judgment upon its value.
He would then draw the mortgage for me, phone to an ab-
stract office and have iy abstract continued to date, or I would
send over my own abstract, possibly, or phene and have an new

abstract made. He would pass judgment upon my title. In
addition to my own statement in my application, I would prob-
ably have the statement of two of my neighbors signed to it
verifying what I had said in reference to it, verifying my an-
swers to the many questions in that application. He would then
take those and, in all probability, he would advance me the
money on them. He would not even wait until he had received
the money from the Travelers' Insurance Co. He would send
the papers on, with a draft accompanying them. I would have
my money the very day that I went into the bank to borrow;
there would be no red tape about it. It may be he would charge
$5 or $10 for drawing the papers; but ordinarily he would make
no charge, as his fee would be paid—1 or one-half per cent—from
the Travelers’ Insurance Co. for acting as its agent.

Why not utilize that same system here? What objection is
there to it, except the objection, which I admit is valid, as to
those who believe that the Government itself ought not to do
any kind of business for the benefit of any class of its citizenship?
That is a valid ohjection to those who have that belief ; but those
who believe in this bill can certainly have no qualms of con-
science concerning the paternalistic effect of it. It is the differ-
ence between an unworkable bill and a workable bill.

After I have dealt with the bank the coupons will be sent by
the Travelers’' Insurance Co. to that bank for collection. If I
am a little late in my harvest the bank will advance me the
money. When I sell my grain I will deposit the proceeds of
the sale in that bank. I am doing business all the time with a
Government agency already created and with no expense what-
ever attached to it. %

Now, I am going to consider a few of the provisions of this
bill to demonstrate, if I can, what a complex, heavy, expensive
piece of machinery it is. The bill reported in a certain way
duplicates the Federal Banking System. We start out with 12
of these rezional land banks. We first have a Federal farm-
loan board, and we pay its members each $10,000 a year. There
are four of them, so their salaries amount to $40,000 annually.

Mr, CLAPP. Mr. President, the Senator from North Dakota
some days ago analyzed his substitute for the pending bill, but
I think now. as we are getting nearer to a conclusion of the
matter, there is more interest in his substitute. Though it may
be plain to all, I think while the Senator suggested, after de-
scribing the manner of this loan on the part of the bank acting
as an agent of the Travelers’ Insurance Co., he would make the
bank the agent for the Government instead of the agent for the
company ; at that point it would make it plainer if the Senator
had suggested that the security taken by the bank, instead of
being sent to the Travelers’ Insurance Co., should be sent to
Washington, the authorities at the Treasury here honoring the
draft, thus making at that particular point a complete analysis
of that transaction.

Mr. McCUMBER. Exactly the same. The Travelers' Insur-
ance Co. would then sell either its bonds or its mortgages: and,
in order to secure money at a cheap rate, the Travelers’ Insur-
ance Co. would probably guarantee those mortgages in the
hands of the purchaser. That is what the Government, in effect,
would do. Its guaranty, however, would be in the form of a
long-term debenture.

I want to see whether or not this proposed bill will be an
expensive affair. We start out with the Federal loan board,
composed of four members, having a term of eight years, with a
salary of $10,000 each. That is the initial cost. Then, this
board is to have supervision over a bureau. The number of
employees in that bureau is absolutely unlimited—no one knows
how many there will be—but we may get some kind of an idea
of the number that will be required when we take the statistics
and show therefrom that there are estimated to be over $5,000,-
000,000 of farm loans in the United States. If this system is
going to be workable at all, if it would be adopted all over the
country, it would require enough clerical force to handle the
business to take care of four or five billion dollars worth of
mortgages. The force is unlimited.

Then, again, they are to appoint one registrar in each district.
There are only 12 of them; but those are 12 more employees.
We will suppose that they will probably be paid $5,000 a year
each ; so the cost for their salaries would be $60,000.

Then, we are to appoint as many land-bank appraisers as may
be necessary. Let us stop and think of that. Remember, that
under the provisions of the bill the land-bank appraiser must go
out, examine, and pass judgment upon every piece of land in-
volved. If this legislation is a suecess, you certainly would need
as many as one land appraiser in each congressional district,
would you not? You certainly would require three of them in
my State, and it would keep them mighty busy traveling in order
to cover the State: First, to examine one plece of land down in
the southwest corner, and then to travel 400 miles to examine
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another piece of land in the northeastern corner of the State.
So you can be certain that there will be needed at least 435
appraisers,

In addition to those 435 appraisers, you are also to have an-
other number of assisiant appraisers. All of their expenses
must be paid out of this system; they will have to hire teams;
they will have to hire automobiles; they will have to travel by
rail in order to get out to this land and to examine it. By the
time a piece of land has been examined for the purpose of pass-
ing judgment on it by that one appraiser of loans you will
have enough expenses to make 1 or 2 per cent upon the amount
of mortgage which the average farmer would be desirous of
making, 2

You have land-bank appraisers to be paid by the banks.
Then, the farm-loan board must employ attorneys, experts, as-
sistants, and laborers, and again their number is absolutely
unlimited. The probabilities are the compensation paid will
be the usual amount paid for Government employees, because
the very system itself is inaugurated, it seems to me, for the
purpose of finding places for your political friends without
going to the Civil Service Commission, and after you have
found those fine places for them, then they will be covered
under the civil-service rules by the order of the President.

Nor do we stop there. The bill then provides for five direc-
tors for each land bank. That would make, at least, 60 in
number, and if they have a salary of $5,000 a year apiece, that
would be $300,000 for their salaries.

Mr. CURTIS. Mr. President, I should like to call the Sen-
ator's attention to the fnct that, on page 47, the bill provides
that the loan committee shall examine the land and all three
members must sign the report, and it also imposes the condi-
tion that after the mortgage comes in the Federal land bank
shall send out one or more of the appraisers to examine the
land,

Mr, McCUMBER. Yes: it has to be looked after carefully,
doubly appraised, and so forth.

Now, again, these land banks are authorized to employ as
many attorneys, experts, and assistants as are necessary, and
to fix their compensation. Here, again, the number of em-
ployees is absolutely unlimited. There is not a Senator here
who does not know that the Government generally requires
about three men to do as much work as would be done by one
man in any kind of private employment; in other words, it
will cost about two or three times as much as it would if a
private individual was operating his own bank.

Mr. POMERENE. Mr. President, may I interrupt the Sen-
ator?

Mr. McCUMBER. Yes.

Mr. POMERENE. Of course, I think we will all agree that
there ought not to be more attorneys or employees than are ab-
solutely necessary to properly manage this system or any sys-
tem which may be adopted. What limitations would the Sen-
ator from North Dakota suggest in that behalf? If there is
likelihood of this provision being abused, what limitation would
the Senator place upon it?

Mr. McCUMBER. I would not suggest any limitation; I am
simply attempting to point out that it will require very expen-
sive machinery to carry this bill into effect.

Mr. POMERENE. Of course, the Senator from North Dakota
realizes that as no one can anticipate how many of these dif-
ferent farm-loan associations may be formed, it would be next
to impossible to say that either 1 or 2 or 10 or 20 would be
sufficient. I realize the fact that if you get a wvenal board,
or a board that is incompetent or does not pay any atten-
tion to the business, there might be some abuse along the line
that the Senator indicates if there are not any checks imposed
upon them.,

Mr. McCUMBER. Does not the Senator from Ohio also real-
ize that whenever the Government attempts to operate any kind
of business it employs a great many more persons to conduct
that business than would be employed by a private individual
conducting the same business?

Mr. POMERENE. Waell, there is great force in that; and
that would apply equally to the number of Senators who are in
this Chamber. The business might be conducted with one-half
the number of Senators; but we have a system, which prevails.
I recognize the general truth of the statement that is made that
publie business is somewhat more expensive in certain lines and
in certain departments than is private business, and that it is
more expensive than it ought to be.

Mr. McCUMBER. Whatever these expenses may be, the Sen-
ator agrees with me that the expenses would be considerably
in excess of what they wonld be to perform the same functions
under private management.

Mr. POMERENE. No, Mr. President, I do not concede that.
I say that it may so happen; but I am not conceding in ad-
vance that this board would be reckless or extravagant.

Mr, McCUMBER., I am not saying it would be; but I say
generally that would be so.

Mr. POMERENE. As a general proposition, I think it is
true that it is more expensive to have a given amount of service
rendered by a given department of the Government than it
would be where the men at the head of the department are not
handicapped by having forced upon them certain employees who
may have no adaptability whatsoever for the work which they
are trying to perform.

Mr. McCUMBER. Well, I do not see that there is any differ-
ence between the opinion of the Senator and myself. We agree
upon the fact that ordinarily it costs the Government more to
do business than it would cost a private individual.

Mr. POMERENE. My thought was this—

Mr. McCUMBER. And if it costs more ordinarily, the
chances are that it will cost more in the operation of this busi-
ness.

Mr. POMERENE. The Senator from North Dakota is criti-
cizing this particular bill because of a weakness which he dis-
covers in it. I think anybody would concede that there is a
possibility that there may be some difficulty along that line.
For my own information, not only as a Senator but as a mem-
ber of the committee, if the Senator from North Dakota has any
suggestion to make which will reduce to a minimum the possi-
i)ilityiof extravagance along this line, I should be very glad to
1ear it

Mr. McCUMBER. I have poorly expressed myself if—

Mr. CLAPP. Mr. President——

Mr. McCUMBER. One moment. I have poorly expressed
myself if I have not made the Senator from Ohio understand
that, if we use the present facilities of the Government through
its banks, with officers already established and already paid by
the banks, we shall save all of this expense, which must in the
end either be paid by the farmer in greater interest or which
must be paid by the taxpayer; and the farmer is one of the tax-
payers. Now I yield to the Senator from Minnesota [Mr,
Crarp].

Mr. POMERENE. I simply want to suggest, if I may——

Mr. CLAPP. I yield to the Senator.

Mr. POMERENE. That that involves the other gquestion of
the wisdom or the unwisdom of combining this system of rural
credits with the Federal banking system, and I think it is a
pretty serious proposition as to whether or not the two should
be combined, because they are so essentially different.

Mr. CLAPP. Mr. President, I rose before the Senator from
North Dakota had completed his statement simply to ask him
if my understanding is not correct that his objection on account
of the expense, or, if I may use the word, the “ extravagance
involved in the committee bill, would not be remedied automati-
cally by entirely eliminating it; but before I could ask the ques-
tion he had already answered it.

Mr. McCUMBER. The amendment which I shall offer as a
substitute does away with all of the banks, their officers and
appointees, and heavy expenses.

I have not yet gotten through with the question of expenses.
Each loan association must have directors and other officers, and
the salaries and expenses of the loan associations are to be paid
out of the general funds of the association. Those expenses will
have to be paid. I can imagine that if farmers in my State enter
into a farm-loan association along about the month of January,
they will not hold their meetings in the streets; they will re-
quire some place in which to hold their meetings. They will
either have to hire halls and pay for them or else buildings will
have to be erected for the purpose of housing their records and
their officers and conducting their business. That must all be
paid for by the borrower or else it must be paid for as a loss
to the Government.

Again, let us stop and think of the size of the districts. If only
12 districts are provided for the United States, and the bank
of each district, if it handles its proportionate share of farm
mortgages, must handle about $500,000,000 worth of farm mort-
gages, provided there are between $5,000,000,000 and $6,000,-
000,000 of such mortgages in the United States. To do that
character and volume of business there must be quite an ariny
of employees.

Now, suppose a bank were to be loeated in the city of Minne-
apolis for a distriet running to the Pacific Ocean through the
western section of the country. It would have to be a bank of
gome considerable magnitude, and it wounld require a building
compatible with the importance of such an institution as that.
I can not imagine the possibility of constructing such a bank
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building in any one of our great cities that would cost less than
$500,000, and that would take, for the building alone, all of its
capital stock. Suppese, however, they did not wish to erect a
building. Very well, they would have to pay rent on the equiva-
lent of a building that would cost about that much, and they
would have to use so much of their capital invested in order to
get the money to pay the rent.

Mr. SHERMAN. Mr. President——

Mr. McCUMBER. I yield.

Mr. SHERMAN. Has the Senator considered, or would he
pursue the speculation into, the very large field it would open
for appropriations for public buildings? There is quite a large
field at present in that direction; and does the Senator think it
ought to be enlarged? ;

Mr. McOUMBER. I do not. If the Government owns all the
stock, it must provide the building. We have had no argument
at all along this line, and no explanation of this feature has
been given; some one must furnish the bank a building; the
Government must either construct a building or rent one, or
else the bank must take its capital stock to build it.

Mr, POMERENE. Mr. President—

Mr. McCUMBER. I yield.

Mr. POMERENE. I understand from the Senator's argument
that his objection is that the distriets are too large to attend to
this business?

Mr. McOUMBER. Yes and no. The system is wrong. If
you make the districts smaller, you add to the expense; if you
leave them as they are, the bank will be so far away from the
borrower doing business with the bank that it will be neces-
sary to have a great class of middlemen between the farmer
and the bank and a great amount of red-tapism that would dis-
gust any farmer in the United States.
~ Mr. POMERENE. Of course if the system is wrong it ought
to fail; if it is right, it ought not to be defeated because it
requires either large districts er large banXk buildings. My recol-
lection is that when the Federal reserve act was before the
Senate the Senator then favored the Hitcheock plan, which pro-
vided for only four, or perhaps five, districts in the United States.
The business, of course, connected with the commercial banks
is infinitely more complex, more involved, and more extensive
than the business required under a plain mortgage system, so
that I do not quite understand how, in this instance, the pro-
vision for 12 districts makes each district too large, when it was
thought by the Senator and eothers that under a provision for
four or five districts in the Federal reserve act the district wounld
not be too large.

Mr. McOUMBER. I have not made any comment upon
whether the districts are too large or too small. I insist that the
system is wrong and you can not make it right by increasing
or decreasing the number of banks.

Mr. POMERENEBE. Perhaps I misunderstood the Senator.

Mr. McCUMBER. One of the purposes of this bill is to bring
the farmer who wants to borrow just as clesely as possible to the
individual who has the money to loan, and to cut out all unneces-
sary expenses that the farmer is now paying to get money
through a somewhat complex system.

Mr. POMERENE. Does the Senator understand that the
farmer would have to go to the central bank in order to get
his loan?

Mr. McCUMBER. No; the farmer has first got to deal with
an agent in his own section—or, rather, the first thing he has to
do is to organize a community of debtors.

Mr. POMERENE. Certainly.

Mr. McOCUMBER. That is the first thing he has got to de.
Then those debtors must appoint an agent; then that agent will
operate through the land bank; the land bank will eperate
through the central board; and the central board will be the
connecting link between the Treasury of the United States and
the several banks, and also, to some extent, indirectly the con-
necting link between the loaner and the system.

Now, let us consider just for a moment whether or not the
difference of 1 per cent will in all probability take care of all
of this expense. There are expenses of buildings, of traveling,
of an army of registrars, special land appraisers, attorneys, ex-
perts, assistants, land-bank directors, presidents, vice presidents,
secretaries, land-bank officials, and of all the vast machinery
which will have to be paid out of 1 per cent of the business,

The expenses of the Federal Reserve Board last year were
$216,000; the salaries of its employees last year were $108,650;
and the salaries of the examiners who examined the banks in the
Federal Reserve System were $396,000. The expenses of the
Tedernl reserve banks last year were $1,490,720, and the esti-
mated expenses for the same banks for this year are $1,611,000.
Remember that one of the heavy items ef the expense in our
banking system is the bank examiners. Under the system pro-

posed by this bill there must he an immense nmnber of ap-
praisers whe will have to travel over the country und examine
the lands on which the mortgages are to be made.

I want to call attention to one or two of the statements made
by the Senator from New Hampshire [Mr. Horris] in his ad-
dress the other day. He said:

In Europ b
think there irlgosmg‘?&gr“ﬁxﬂ;o;sp}am lhh:tmo:fy?f ;;uatgry:?rf :
cent a year, which would enable the borrower to pay out in some
under & hundred years. It is in order to encourage the farmer not only
to get his money at a low rate and to use it for productiv:e&mmoses.
but at some time to pay off his loan that this system is devised.

Mr. President, I may not know the farmers of this country
very well, but any system that is devised to allow a farmer to
buy a farm and pay off his mortgage in 70 or 80 years will not
be taken advantage of by many farmers in this country.

Mr. HOLLIS. Mr. President, I have no doubt the Senator
means to be entirely fair about this matter, and I presume he
knows perfectly well that under the g bill a loan can
not run for more than 36 years. What I said the other day
applied to the European system; and the committee has dis-
carded the idea of so long a term.

Mr. McCUMBER. Yes. I am inclined to think that, if yon
would take any farmer and show him a piece of land and tell
him that if by working 36 years he could earn eneugh to pay
for that piece of land, he would decline your offer.

Mr. HOLLIS. He is not obliged to do that if he does not
want to do so.

Mr. McOUMBER. He would not want to buy a farm when
it would require him 86 long years of toil—two-thirds of his
working life—to pay for it.

Mr. HOLLIS. He is not obliged to borrow for 36 years. He
can fix his own time after five years. But, of course, he
would have to pay more each year if he wanted to pay out
earlier.

Mr. McCUMBER. I am simply taking issue with the Senator
by stating that, if this bill is devised to meet the demands of
farmers who want even 86 years to pay for their loans, I do not
think there are many farmers who would wish to take advantage
of it. Most of the farmers that I know anything about, when
they buy a piece of land, expect to pay for it in ten or a dozen
years at least, as any merchant who goes into business expects
ordinarily to have his stock clear in that many years.

Mr. HOLLIS. Mr. President, does the Senator understand
that most merchants pay for their stock and for all the eapital
they use after the expiration of any period of years? Does not
the Senator know that nearly all merchants are continually ber-
rowing money to be used in their business as capital?

Mr. McCUMBER. I know that a great many are doing so,
because doing business on a large seale it is cheaper to do busi-
ness with other men’'s money than it is to furnish your own er
to do it only in the limited way in which you would have to do
it if you had to depend upon your own capital. A mereantile
business grows; a farm does not increase in acreage. In a very
few years the merchant is supposed to have the original value
of his stock of goods clear.

Again, the Senator says:

The Government under this bill will advance to a land bank money if
it gets in temgﬂm} ditl!cul& just as it advances the money to com-
mercial m}‘fﬂes t get into culty by placing Government deposits in

oca .

I had hoped, Mr. President, that we had outlived that system
which has been adopted by the Treasury Department for a num-
ber of years to back up speculations in Wall Street and other
places, and that we would not have to use it anywhere in the
United States. The Senator undoubtedly has some suspicion
about the success of this bank, and therefore he very cautiously
provides that the Government may come to its rescue if it finds
itself in straits. I should hope for a system that would be so
sound, so certain, that it would not be necessary to have a pre-
vision in the bill which would provide for difficulties in which
the Government would be called upon to help out.

Again, he says:

The Government gets mo dividends and no interest at all on the
money that it employs for this purpose.

Mr, President, every dollar that the Government puts inte
this business it has to draw out of some one’s pocket. and the
chances are 10 to 1 that that some one is alse paying interest
upon money that he is borrowing; and thus you provide that
you can tax certain of the people to furnish money for a
private enterprise which you say can make money ouf of this 1
per cent. You tax me and you tax yourself to furnish the money
to give to John Doe to operate a bank.

Mr. President, I am inclined to think that if the vote of the
people of my States, all of them agrieultural, could be had as
to whether they would accept from the United States a gift of
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money for use with no interest, they would not have the cheek
to do it; and yet you are providing in this bill that they shall
furnish at least a portion of the money that will go into this
enterprise without any charges whatever, and if the Govern-
ment loses the people that furnish the money lose in the enter-
prise. If it is a good, paying enterprise, the private individuals
who constitute the directors or those owning the stock will
have the benefit of it. That is smrcely just to the people.

Again, the Senator says:

His— ;

That means the appraiser’s—
services are paid for by the land banks, for he performs an official
function, and he %'oes to every plece of 1and and examines it himself
and passes upon i

Suppose, now, that you were to send examiners to every farm
in the United States that has a mortgage on it where the farmer
desires to renew that mortgage. Have you stopped to eontem-
plate what it would cost? Why, it is almest beyond eomputa-
tion. The expense necessarily would be enormous. Some one
must pay that expense. If the Government pays it all, then
the Government has to pay millions upon millions of dollars for
these expenses. If the borrower pays them, it must add to his
interest rates.

Again, the Senator says:

The Governmeat exempts from the income-tax law ani from all Fed-
eral, State. and lom.lmmthampitulstockufthaﬂ'edexnlhnd banks—
not of the jolntmck land banks—and the mortgages and the bonds.

1 have some doubts myself about this bill being so carefully
drawn that it can make that provision constitutional. I doubt
if under the real purposes, at least, of this bill—purposes that
are not hidden in any way—the Government of the United
States can prevent the State of North Dakota from levying a
tax upon mortgages within its jurisdiction or upon bonds within
its jurisdiction, ether than the bonds of the Government itself;
and in this instance they will not be Government bonds.

Mr. President, I have an amendment which I should like to
offer at this time, or at least to have read at this time, and I
can ask for a vote upon it later. If there be no objection, I
should like to have it read at this time.

Mr. HOLLIS. Mr. President, I think amendments are not in
order at this time.

Mr. McCUMBHER. Of course, I appreciate that the SBenator’'s
position is correet.

Mr. HOLLIS. I wish to finish the reading of the bill for
committee amendments first. Of course, the Senator can offer
the amendment, but it would not be advisable to vote on it as
late in the afternoon as this; so I will ask the Senator to pre-
sent it at some other time.

Mr. McCUMBER. That will be entirely agreeable; but I
wish to describe it just for a moment.

Mr. CUMMINS. Mr. President, before the Senator proceeds
to discuss his own bill or amendment I should like to ask his
opinion on this guestion; and I ask it purely for information,
because I have been unable to Teach a mtiafactory eonclusion

myself :

Bupposethatthesystemwmmeﬂeet,mmndbwkshad
been established, and in the aggregate they had loaned, we will
say, $£1,200,000,000. The profit, or the difference between the
rate of interest on the bonds and the rate of interest on the
mortgages, would aggregate $10,200,000. What would be the
expense of operating the system when it had reached the extent
I have desecribed?

I should like to know something about how much it would
cost to do this work for the purpose of ascertaining whether
or not the 1 per eent would be sufficient to cover it.

Mr. McCUMBER. I fhink I can point out the pathway, at
least, through which the Senator will be able to form some kind
of a conjecture, and that is all that we can possibly do.

If the banks were doing a billion dollars’ worth of business
a year, and there were about $5,000,000,000 worth of mort-
gages, they would be doing a business that would cover at
least one-fifth of all the mortgages in the United States during
a year; and, assuming that those mortgages and renewals ran
about five years—and they run from two to five, but give a
five-year average—that would necessitate an examination of
one-fifth of all the farms in the United States that have mort-
gages upon them. That would necessitate sending men from
some part of the United States—we will suppose from one of the
12 central banks—to the land in question; and, as I stated, I
can not eonceive that it would be possible for four or five hun-
dred men to do it. If you take 500 men—and probably youn will
need a thousand of them, in my opinion—if you take a thousand,
and pay but $1,000 a year to each, there swould be $1,000,000
that it would cost to cover that. I do not know how much it
would cost; but I believe that if you carry out that appraise-

ment idea and send men to appraise and visit and inspect the
land on which the loan is to be made, pay their salaries and
traveling expenses and all other expenses of the system, the
spread of 1 per cent will not cover them.

Now, turning to my amendment:

Section 1 creates a bureau, to be known as the bureau of farm
mortgages, in the Treasury Department. In that respect it is
the same as the bill under eontemplation.

Becond, it makes an appropriation for advances until Gov-
ernment debentures are sold to cover the advances; that is all
If the Government would lose anything, it would lose the interest
upon the money that it had advanced until it could sell the bonds
that would cover the mortgages.

Third, the proceeds of the debentures are used for the pur-
chase of other mortgages. A million dollars would certainly
be all that it would be necessary for the Government ever to
advanee before it sold its debentures, and probably $100,000
wonld be sufficient.

Bection 4 provides that every national bank or State bank
coming under the provisions of the act is a governmental agency.

Section 6 provides that the farmer can borrow for any pur-
pose. He is not limited. Under the provisions of this bill he
can only borrow for the purpose of buying a farm, paying up
an indebtedness on a farm or purchasing farm implements. Now,
as long as the security is not above 50 per cent of the value of
the land, why not allow the farmer to borrow the money for
whatever purpose he sees fit to use it? It is the security that
you must look to in every instance. If he happened to run in
debt to the doctor because of some serious operation on his wife
or a member of his family, why not allow him to borrow the
money to pay for that, if he saw fit to do it? Why limit it to
these few purposes? Again, suppose a farmer borrows for the
purpose of buying farm machinery and other things of that
kind, and he fails to do so, what are you going to do about it?
The chances are, I think, that you would not attempt to enforce
the mortgage and foreclose it as long as he kept up his interest.
So, under the provisions of the bill, that is left in reality to the
honor and integrity of the man borrowing.

Again, under the provisions of my bill the mortgage is to run
for 10 years, with the privilege of paying it in 5 years; but I
really believe it would be safe if it provided that it might be paid
on any interest-paying date after three years. I believe there
would be enough of a demand to keep mortgages coming in all
the time, and due at different times, so that the farmer could
pay if off whenever he saw fit.

May I ask the Senator a question here, as I am not certain
about one feature of the bill under consideration?

Mr., HOLLIS.

Mr. McCUMBHR. Does it provide for annual or semiannual
interest?

Mr. HOLLIS. Semiannual interest.

Mr. McCUMBER. Let us apply that to all of the North-
western States. I think that is a provision, above all, that
g;;uld not be in the bill, and my reason for that statement is

In every farming comununity where they have only one crop
in a season the farmer pays the interest on his mortgages at the
time he has his crop ready for market. If a farmer in my State
should have to pay interest on a mortgage in June, he either
would have had to keep that interest idle from the fall, or else
he would have to pay interest on that interest until the next
fall; and in the end, with your semiannual interest and your
penalty of 8 per cent, which I think you have provided, you
will have the farmer paying as much as or more than he would
if he got the money from some loaning agency.

Under the provisions of my bill the mortgage can not carry
a higher rate of interest than 43 per cent. That mortgage will
be accompanied by an abstract, an application, an appraisement
of neighbors, and an appraisement by the banker himself ; and in
addition to this, to make it doubly secure, it will be the duty of
the bank examiner, who generally goes to the banks two or three
times a year, to report upon it.

In an agriculitural community, in order to pass npon bank
paper, our present bank examiner must know the value of the
lands in that section. Therefore, under this system the Govern-
ment would require him, in addition to his usual duties, to report
upon the general value of lands in the vicinity of the banks
which he examines, so the Government would have the assess-
ment value, all of the facts that wonld be contained in the appli-
cation verified by the farmer and by two of his neighbors; it
would have the estimnte and the report made by the banker
himself, who would be held responsible if he did not act in good
faith in giving the values; and under this system it would be
impossible to impose upon the Government unless all of these
officers were negligent in their doty.
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The banker would be entitled to charge 1 per cent. If a
farmer was borrowing $500, he would pay $5 to the banker for
drawing his mortgage, examining his abstract, and conducting
the business for him. If the mortgage was for $1,000, he would
receive $10. That is probably the same amount that he would
pay an attorney for doing the same kind of business.

Again, section 7 provides that when the Government receives
a million dollars of mortgages it shall issue bonds or debentures,
payable in 20 years, bearing 4 per cent interest, payable an-
nually—not semiannually—so that the payments may be made
at the same time that the farmer pays his interest; and the
debentures that would be used in the Northern States would
undoubtedly be so dated, as a rule, that they would mature in
the fall of the year. Then these debentures would be sold for
their face value. I know there was some criticism in the other
Chamber upon that provision because it did not allow the Gov-
ernment to get a bonus if it could get it; but the object of this
bill is to help out the small investor. It is not for profit. It is
not to furnish the big banks with a means of loaning their
surplus. It is simply to bring the investor—the widow, the
trust estate—to the farmer, where the one can loan a small
amount of money to the other. The debentures can not be for
more than $500 nor less than $100; and the bill provides that
the Government shall give preference in the sale of the deben-
tures to the small investor, and if they are all taken up they will
go into the hands of those people who must depend on some one
else to keep their little eapital invested.

Section T provides that the commissioner has the right of a
mortgage under the laws of the State wherein the land is situ-
ated.

Section 9 provides for the payment of taxes, and for fore-
closure of mortgage, or sale in lieu of foreclosure. That au-
thorizes the commissioner to foreclose under the laws of the
State wherein the land is situated; or, if he sees fit, and can
secure the amount due, he may sell the mortgage instead of fore-
closing it.

Section 10 provides that the bonds may be purchased and
sold by Federal reserve banks under the provisions of sections
13 and 14 of the Federal reserve act. This hitches up the whole
system to the present banking system of the United States, and
I think would answer any objection as to its constitutionality.

Section 12 provides that the Secretary of the Treasury shall
make all needful rules for carrying into effect the provisions
of the act. i

Now, just a word on why this system which is proposed for
the United States—a system that has followed European cus-
toms—will not be applicable in America.

TFirst, we must remember that farmers do not live in com-
munities in the United States. In Europe they do. In Europe,
if you take any one of those communities, you will find that
through marriages and intermarriages the people in that com-
munity are about all related to each other. They are uncles
and cousins and brothers and sisters and aunts, and brothers-
in-law, and so forth, and each one knows all about the business
of the other and knows his responsibility ; and the entire com-
munity undoubtedly, where they have to buy land at such
enormous prices that it takes them a lifetime to pay for it, are
willing to act together and to protect the interest that belongs
to the entire relationship in that community. That is not the
nature or condition of the American farmer. He lives by him-
self. In our part of the country he lives on quite a good-sized
farm, often several miles from his nearest neighbor, He does
his business in his own way, and scarcely knows his neighbor,
except when he talks to him over the telephone. Those condi-
tions require entirely different kinds of systems in order that
they may be a success. -

Why, from the arguments that have been made here one would
think that the farmers of the United States were properly de-
scribed in these * Squash Center ™ articles in the comic supple-
ments. As a matter of fact, the farmers of America are not
sitting around a grocery store on barrels and discussing things.
They are at their own homes, reading their papers, reading their
magazines, and attending to their own business.

Again, the farmer wishes to conduct all his business inde-
pendently of his neighbors. The matter of the cooperative cream-
eries, and so forth, has been mentioned here. A creamery is
part of the farmer's business, and he understands the general
working of it. It is right at his very door. He may be willing
to go in with a number of other farmers and take chances on
that creamery. I think in a great many instances in my State,
where they have proven a failure, you could not induce him to go
into one of those schemes again. He prefers, ordinarily, to let
some one else run the ereamery, and he will sell him his cream
and his milk., Well, then, if he even sometimes suspicions those
institutions and does not like to incur responsibilities for their

conduct, what hope have you to get him to enter into an agree-
ment to take care of all the mortgages in the Stateof North Dakota
and become a party to all of the liabilities connected with such
an extensive and complex system the workings of which he
can not hope to fully understand? If he is a good, sensible
farmer, I do not think he would like to take that chance. He is
averse to any liability other than his own.

Again, lands in the old country are held for life, and they
pass from heir to heir. Now, as a matter of fact, in our part of
the country a farmer will sell his farm about as readily as he
will sell a horse or a colt or a steer. Whenever he thinks he
can promote his welfare by doing so he will sell it, and he does
not want it tied up by any 36-year mortgage, nor does he want it
tied up in a system of liability for all of the debts, not only of his
neighborhood but throughout his State.

As a rule, the farmers of the Northwest are opposed to long-
term mortgages. The shorter the farmer can have the term of
his mortgage the betfer it suits him. He would prefer borrow-
ing from one year to the other; and if he is sensible he knows
he would be better off to pay T per cent, with a right to pay any
part of it in one year, and to pay his interest annually, than he
would to tie it up for a number of years at 6 per cent and pay his
interest semiannually. So I do not think that system would
appeal to him.

Again, when a farmer under this bill wants a loan he has first
to submit the question to all this community of debtors and they
are to pass judgment on it. Then he puts the matter in the
hands of the agent. He then must deal with a bank that may
be a thousand miles from where he is located. Then the bank
must send out an appraiser and examine that land after the
application has been received. Do you know of any farmer in
North Dakota, or South Dakota, or Iowa, or Minnesota who
would go to that trouble to secure a loan when he can go to his
bank and get money about as cheaply as he would get it under
this provision, and get it the very day he wishes it, because, as I
have said, the bank will generally advance money for its cus-
tomers? e

Again, there would be no conflict with the loeal banks. Under
the provision which I have in my substitute there are banks
enough in the country to do all the business, to take care of all
the farm loans. All that a farmer is interested in is that he
shall get his interest at the lowest possible rate, and through the
system of these banks without any of these overhead expenses
you can bring the farmer of the West into communication with
the money loaner of the East.

The bill under consideration, Mr. President, assumes that it
will not invite consideration from good business men. It as-
sumes that the good business men will not go into the business;
and, therefore, in order to force the system upon the Govern-
ment, whether there is a demand for it or not, it provides for
the creation of this board, and the board must then create these
banks, without first knowing whether there will be use for
them, without knowing whether they will be a success or not:
Inasmuch as it assumes, as stated by one of the authors of the
bill, that no private person would enter into it in the first in-
stance, it compels the Government to take every dollar of the
stock issued by that bank. Then if it fails because no one
wishes to go into the business, you have a bank building fhat
may have been built at an expense of $500,000 or you have
entered into a 10 or 15 year lease for $20,000 or £30,000 a year
for a great bank, and you have no business for it. But it is the
Government’s money ; and, of course, it does not make so much
difference. I admit frankly that this substitute is somewhat
paternalistic; but you must either cross over the paternalistic
line or else you will not get the kind of rural-credits bill that
will suit the farmers in the entire United States, and without
it, in my candid judgment, you will not secure a bill that will
operate successfully. I used to be a little more afraid of the
paternalistic idea than I am now. I am getting rather used to
it here during the time I have been in Congress. When I find
that the Government is building railroads over in Alaska for
three or four thousand white people in the whole section, when
I find that it is guaranteeing the bonds of a railway built in
the Philippine Islands, when I find thousands of other instances
where the Government is financing different institutions, I can
see no serious objection to its becoming the guarantor of paper
that is backed by property twice the value of the paper.

Now, under the proposed system the Government will risk
the loss of its entire capital. Under my system it can not
lose a cent. Why? Because land as capital enn not blow away.
You can not lose that capital. That land has a definite and
stated value. Business may be valuable or it may not; but the
land, if it is productive land, will always have a value; and
what is more important, as population grows, and as acres can
not grow, in the United States the acres will become more and
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more valuable. Therefore there is no chance of loss on the
part of the Government, and there can be no possibility that
this substitute will not operate successfully.

It will give the farmer 4} per cent money. It will give the
money lender of the East who has but a few dollars to lend
4 per cent interest, and without being taxed uwpon the bonds held
by the individual.

Mr. President, as I have stated before, the two parties
agreed that they would give the farmers relief in a rural-
credits bill. All right; make that promise good, but give them
real relief. They did not ask that you should put upon the
statute books something which you call a rural-credits bill,
which they can not use and will not use, and which, in my
opinion, will not be workable,

I furnish in this amendment the opportunity to give the farm-
ers a rural-credits bill that will reduce all farm mortgages to
43 per cent interest. You can vote it in and give the real relief
demanded or you can vote it down and give a bill which will
not meet the agricultural demands of the country.

NOMINATION OF JOHN RANDOLPH THORNTON.

Mr. RANSDELL. Mr. President, I ask unanimous consent
that the appointment of former Senator Thornton, made by
the President to-day, be laid before the Senate by the Vice
President at this time.

The VICE PRESIDENT. Is there objection? The OChair
hears none, and lays before the Senate the following appoint-
ment.

The Secretary read as follows:
WaiTe House,
Washington, April 86, 1916,
To the Scnate of the United Statos:

I nominate John Randolph Thornton
as civillan member of the Board of
Francis M. Cockrell, deceased. »

Wooprow WILSON,

Mr. RANSDELL. I ask unanimous consent that the appoint-
ment be considered as in executjve session, and that the nomi-
nation be confirmed without reference to a committee.

The VICE PRESIDENT. In open session, Is there any
objection?

Mr. SMITH of Michigan. Mr. President, the request made by
the Senator from Louisiana is a very unusual one but this is
a very unusual man. He served his country faithfully in the
Senate and he made a lasting impression upon all his associates.
As far as I am concerned, I am perfectly willing to give consent
to the immediate consideration of this nomination.

Mr, RANSDELL. I thank the Senator for his consent, but
I wish to say that it is not without precedent.

On March 3, 1911, President Taft sent to the Benate the
nomination of former Senator William Warner, of Missouri, to
be civilian member of the Board of Ordnance. On motion by
the Senator from Wyoming [Mr. Warzex], with the Senate
in open session, but proceeding as in executive session, the
nomination was confirmed without reference to a committee.

Mr, SMITH of Michigan. I am well aware of the instance
cited by the Senator from Louisinna, but it is nevertheless an
unusual reguest. However, the high character and excellent
attainments of the distinguished former Senator from Louisiana
amply justify this compliment at the hands of the Senate.

The VICE PRESIDENT. Is there any objection? The Chair
lﬁeea.rs nﬁone. and the nominee is confirmed. The President will

notified.

of Lonisiana, for appointment
dnance and Fortification vice

EURAL CREDITS.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (S. 2086) to provide eapital for agri-
cultural development, to create a standard form of investment
based upon farm mortgage, to equalize rates of interest upon
farm loans, to furnish a market for United States bonds, to pro-
vide for the investment of postal savings deposits, to create Gov-
ernment depositaries and financial agents for the United States,
and for other purposes.

Mr. HOLLIS. Mr. President, I have listened with great in-
terest to the address of the Senator from North Dakota [Mr.
McCumeer]. In the main it is the same address that he made
a week or so ago. I wish it were as easy and as simple as the
Senator doubtless thinks it is. I wish that every farmer in the
country might get his land appraised by two of his neighbors
and go to the nearest bank and get half its appraised value as a
loan. I wish that could be done and be safe. But it would load
the Government of the United States with billions and billions
of indebtedness. 1 fear that the Government would never be
ready to foreclose on a farmer who was in default. The plan
suggested is simple. It has been worked out by the Senator from
North Dakota with great care. These who believe that the Gov-
ernment should borrow four or five or ten million dollars and
reloan it to the farmers and take the risk that the farmer would

not pay up as he might to a private bank will doubtless vote for
it. I do not think that a majority of the Senate will approve a
nreasure of that kind,

Before I finish what I have to say now I wish to state that the
committee does not admit that the plan proposed in the committee
bill is either cumbersome or complex. It considers that, in view
of the vastness of the subject and of the number of loans to be
treated, the system is very simple and very inexpensive.

Mr. President, unless some one is prepared to speak, I would
like to continue the reading of the bill for action on committee
amendments until a quarter to six, and then have a short
executive session.

Mr. SMOOT. Mr. President, there are very few Senators
here, and I am quite sure those who are away did not expect
any further business to be transacted to-night after the address
of the Senator from North Dakota. If we proceed with the
amendments, there might be some agreed to to which Senators
would object. I do not want to suggest the absence of a quorum,
beeause it is very doubtful if we could get one at this time of
the evening. ;

Mr. HOLLIS. Very well. I will state to the Senator and to
those Members who are present that if any committee amend-
ment had been adopted in the absence of those who wished to
be heard on it, I would not object to having it reconsidered so
that every one would have a fair chance. However, in view of
the Senator’s suggestion I now move that the Senate proceed
to the consideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business. After T minutes spent
in executive session the doors were reopened, and (at 5 o'clock
and 17 minutes p. m.) the Senate adjourned until to-morrow,
Thursday, April 27, 1916, at 12 o'clock meridian.

NOMINATIONS.
Erecutive nominations received by the Senate April 26, 1916.
MEMBER OF THE BOARD 0F ORDNANCE AND FORTIFICATION,

John Randolph Thornton, of Louisiana, to be civilian member
of the Board of Ordnance and Fortification, vice Francis AL
Cockrell, deceased.

Pusric HEALTH SERVICE. .

Passed Asst. Surg. Ernest A, Sweet to be surgeon in the
Public Health Service, to rank as such from May 10, 1916. This
officer has served the required time in his present grade and has
passed the necessary examination for promotion.

Passed Asst. Surg. Francis H. McKeon to be surgeon in the
Public Health Service, to rank as such from May 13, 1916. This
officer has served the required time in his present grade and has
passed the necessary examination for promotion.

CONFIRMATIONS.
Ezecutive nominations confirmed by the Senate April 26, 1916.
MEMEBER OF THE BoARrD oF ORDNANCE AND FORTIFICATION.

John Randolph Thornton to be ecivilian member of the Board
of Ordnance and Fortifieation.

Pusric HEALTH SERVICE.

Surg Louis L. Williams to be senior surgeon.
John Davis Reichard to be assistant surgeon.

POSTMASTERS.
MASSACHUSETTS.
William F. Kelley, South Acton.

MINNESOTA.
N. J. Enquist, Isanti.
Robert M. Mills, Maple Plain.

MISSOURL
J. Kelly Joiner, Richmond.
NEW YORK.

Frank M. Evans, Fredonia.
J. Frank Lackey, Tannersville.
Paul E. McManus, Hartsdale,

OKLAHOMA,

G. H. Orittenden, Rush Springs,
Willard P. Morris, Hooker.

PENNBYLVANIA,
John C. Wiegel, Aliquippa.

REJECTION.

Ewxeoutive nomination rejected by the Senate April 26, 1916.
POSTMASTER,

Adam Hersperger to be postmaster at Mayville, N. Y.
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